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; 6bv1ously committed to dmproving: thg teachirt R )
> this: Economics-Poljtical Science-Series as' a contribution ‘toythe teaching-ofthe =~~~ =
broad social studies field. We believe that each publication will enable teachers o,
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) Althcugh by xts Vﬁ:ryv namg the jo:nt Cn cil on Ec: 9412 Educatlon 13.%'_,
|=?‘of economic¥xit has develnped,}’

achieve multiple purposés which rank high among the goals for the social stugie:
and the production procedure for the,series démonstrates’ effectlve steps and use__

- of personnel.to develop social studies’ instructienal materials.

‘The series is an outgrowth of the ‘Economics-Politi¢al - Si:lem:é PTG_]EEI Whlch_
was under’takeg in 1973. The project. c'amé into being from a recggmtlog that most -

social i5sues were becoming mcreasmgly :bmplgx and multldlmensmnal and yet- -

social studies teachers were generally. unprépared-to handle the teaching of such
issues. As a.result, students were not-being prepared tg understand and act tpon .
drucial matterg_either tl;;‘lough defadlt or ineptitude on the part of their teachers.
The J M Foun ’ticn id a stmngcommltment for many years to improve the .
i d it provided the JCEE with the -
mltlal grant to launch thE Eccmomlc; olltl ;il Science Project. - . :
The core of JCEE strategy was tu draw” heavil§- from the ExpE!’lEnEE& and
Jjudgments of outstanding social studies teachers in diagnosing what' needed to be

" done and How to do it. The major prograin recommended to lay-a foundation for

the project was to conduct a national workshop in which strategic social studies
teachers. could be prapared td teach cnmplex multidimensional oclal issues
effectively. With-this experience as a beginning, it was anticipated that compara-
ble trsmmg prcgrams could be provided within states for other teachers. Furthe
more, the experiencé of the national workeshop could'be used to establish-a. b*151s
for developing nratérials for teaching the’ social isswes. . '
' As a preliminary step, pilot pmgrams were. held. for socnal studles te,achers m
North Carolina and Oregon to gain Exgﬁ@rn&gca and advice regarding the purpuse; '

7 personnel, content, materials and procedures for the natlonal workshop. Among -
/ "thé key recommendations which emeérged were (the” fnl]owmg (l) participants

should include: outstanding high school teachers with b aukgmunds in Ecgnamlés -

- and political science;.(2) the worksb@p should focu‘s on the analysm of nn major social -

‘issues that involve ecanomics and-political science: (3) the workizhop should focus
also on the techmques and resources for teaching the social issues selected; (4)the
‘staff should include” personnel capable of pmvndlng the essentials of economics
and political science, an analysns of the social issues drawing upon and interrelat-
ing the pgmnent Es:ongmn‘;s and pﬂlltlidl science, and leadership in demonstrating -
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and developing tt ching techniques and materials; and (3) the entire workshop. " ~." =~ ”
should-be ‘condiicted. in an exemplary manner so as‘to ‘serve as a shodel for -
o be held in the future withij, states.and schoal distriets. .~ ¢ :

al. Economits-Politic; e Project’ Workshop was condugted - :
ollege, using” the adjacent city of
¥ relating the social, issues being . S
3G al studies léé‘:hersfroﬁl 36, ’s B
ated Councils”on Economic. - ' -
Workshop [reflected that the

Philadelphia- as-
_analyzed. Afte

ealing with social issues were: . - .
kiis of the nation. These.programs = -~ e

ndymade use of teachers and _
hal workshop and the regional . = .
t, Exxon Corporation (USA), and? . .~

hers iff
aftef the nftional wor
that workshop. Funds fort

he J. M. Foun

I qtudies teac

' pmvided byt b

i

f Jrad
BERN

. |
csilfolitical Science Project turned to the ..: .
nuing grants from the J. M. Founda: /7>
EFpl_oyed four writing teams ,’t@" T
i

It-was-at t :'_stag
produgtion of teact

tion and°Exxon: Corppraiioh‘i_(ﬁsﬁq

, the .
- develop resource units for tfaghing majorgddial ikdues. The resource units wereto ' -
‘7 ‘be designied to teach the sodigtidsues anlytigally, integrating economics.and.- " - - R
~++ pdlitical science —hiq-th_e process, andshed. Were to’ provide diverse' examples and . .

- suggéstions:of: units, methigds, and’resourciss for classroom use. In order to -
v 0 achieve these aiths, ‘each team cpfisted of - ardomist,: political scientist; two <. -
e e social studies teachers, and a’sogial studies cu #&{lurh specialist. Team members

v - had demonsirated ‘their abilitiés in various phases of the ;'Ecﬁnpmicse?alitica] ;

: ~ ; Science Project : ' S ' "

The writing leams were ‘convened by the JCEE for an intensive planning’
e - séminar-in August 1975 and,.drawing upon the -experiences- and output;of the . .
s 7 . national and regianal workshops, they developed- the focus, format.: anv;db"procgé o .

o= R

o dures for 'ﬂjn,: EEQﬂOH‘liC%POH[iCH] Science Series! . . v ) :
’ It was agreed that resource guides’were to be developed for analyzing the _ o
"fgjl'QWing;'Healt&'-{?afe‘?olity: Taxation :Pelicy: Econdmic Stabilization Policy: e
* Government” Regulation:- Environmental Policy: Hqusing Policy: and Crime: - |
¢ Control gnd.Prevention Poliey’. ...~ - . "~ o :
" ..." Each resource guide was to contajn the following tlements: (D)ia delineation of -
.. - the torg concepts of -economics and political science*and their interrelationships:-
(2) a Topic Overview providing backgfound information for- teachers and an
. in-depth ‘economic-political science, snalysis. of the problem-area on which the
 guide focuses: (3) a statement of the rationale and’ significance of the problem
: * area, emphasizing its presen{ and potential place in the lives of students: (4) an
E L idedtification of the bbjectives and outgomes from study of the problem area: (3)
S0 .07 . diversd examples of classroom activities,'each designed to achieve one or more of v AR

. the abjjectives’ _ ) R . :

- - Another major decision reached a&_ that time was that there Shauld-be extensive
s exchange, review and ‘testing® throughout the developmentdl process. All the

7. economists and political scieftists Zvould react to each other’s analyses and they

) _ tuggestions from the high school social studies

b .47, teachers: The economists and p litical scientists would-review the -content of the
methodology preépared by the #high school teachers and the teachers would
exchange their materials among themselves. Beyond all of this and of crucial
impdrtance, it was agreed that the respurce guides sholild be field-tested extens
sivély in classrooms, throughout the nation: Lo

.o All of these procedures have béen followed and now the Economics-Political .

Science Séries is available. We Believe the series is unique not only in the separate - N
: o " features it embodies but more so in its composite emphases and contributions: ¢1) ~ * ° L

R T .+ a fogus upon social issues of major interest 'and consequences to students; (2) an e
emphasis upon the teaching and learning of analytical skills; (3) the development o
_ of an understanding of the fundamentals of economics and_political science, the ‘ o T
- »"2 * interrelationship bétween them, andhe application of both disciplines in analyz-- :
- . inganpd acting upon social issues: (4) the use of diverse, proven teaching strategies

. . FOR. S
: -would also receive reactions and

ot .

and resources that aim clearly at achieving significant, measurable outcomes. .~ = -

e : P - o
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_.extend a special message of .appreciation.and Lommendanon 1o Ms. June Gilliard -
L of the JCEE staff for the. most praiseworthy ways in which sh
development a

has coordinated the
d production of the Economics-Political Sqehce Series. She:is

recog \ized td be pne of the nation’s distinguished social studies educators and her
role ifthis projekt,should’ pmwde her with additional distinction. Throughout the

: p rojectvaluable assistance has also been pn;wlded by the following members of -

: JCEE staff: Dr. George Dawson: Anthony F. Sy jia; and S. Stowell Symmes!
Althougﬁ the support of the J. M. Foundatiog an Exxon Corporation® (USA)
‘has been mentioned prevnously, we Q;k’nowledge agam our gratitude for havmg

-been provided the means to carry out the ‘project and produce this series.

Of course, the Economics-Political Science Project. which led 1o this senea is
not completed nor is it ever likely to be. Now will gome further use, adaptatlm
modification, and improvement.' Social issues are dynamijc ‘and there will be need*
for different resource guidesin the yearstocome. We encourﬂge such ferment and .
shall welcome suggestions that will-enable us to join you in doing what i is neede-d
to improve the teaching gf the social studies. s LI

! ~+  Dr. George L. FEI‘Sh ‘
- ! i T a -+ Director : N Co

- Economics Fu[zl,l( al Science Pnyﬁt R
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o e - l Organization and Uses of:Unit Resource Material -
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g .not only’because of |

5"; throughout the series for analysis of

L tion 6f a national policyfor regulation of the economy. Secondly, it servés as a .’

ik

e

-
w
(v
. ‘:w"-
Y
I

7!7‘; . . .- ‘ B v \l R ,4
1 ~  Policy decisiong, affect gvécyoﬁéi Consequently it is i?;jx‘tan _that students ~ “
.. . acquire the Kpowledge and- skills necessary for understaf¥ing the’ major policy o
: questions facing our soeiety and {3: participating effegtively in the protesses of B RIS
public debate and public decisiop-making. I :
Analyzing Government Regu E%;ian: A Resource Guide is the second in'a series \
- of resource guides focusing on cconomic-political analysis of contemporary public - L
" policies and issues. The topics Yor this and other units in the series were selected . . .
@51‘ current relevance, but also in the belief that these issues  °  ° - e
will continue to be the focus of publi¢ debate for. some time to come. s ' W
. ~  In developing the, Economics-Political Science (EPS) resource guides every.
- effort \fy_}ls made t6 make the material as widely useful as possible. Material -
contairfed in individual guides was:designed to be used-by high school teachers - : :
with instructional responsibilities for Ecénomics, Government, United ¥States * - . )
Histgry, .E_mblgﬂis of Democracy, or other social studies courses dealing with . L
- contemporary social issues, S ' '
- The_resource guide “on gove
nents, each designed to serve gf
¢« sintroductiom=provides a general ex

ment regulation consists of four major compo-
ecific curricular or instructib}i'l purposes. The . ) .

planation of the ‘congeptual_framework used

: ; policy problems and issues. Hopefully, it glso - 7
~—~provides d model that teachers may use for-extending the study of government % T,
wgulation or for developing additional units dealing with _economic-political - " A

analysis of .other areas of public debate and concéin. s

* ' The purpos® of the topic overvien™is twofold. First, it provides the teacher with ? R

backgwund i;ajf'@r fation on economic and political issues involved in the forma- -

a

concrete exdmple of how the conceptual framewdtk described in the infroduction >
is applied for economic-political analysi%f policy issues. S .

: i

. The init rationale and objectives and instguctional activities deal "speciffcally \ C o

the unif topic. n} L . . T ‘ -
‘n ~ The first five instructional activities are designed to introduce the stu ant t'the el
complexities of the interactions of local, state and national governmen#dl agen-, =\ ,
cies,'economic enterprises. and individdal citizens. The first thre€ activijjies are Ny

* frame of reference from which the environmental prpblem Jsi viewed. Itis Y& .
-+ suggested that only one of the cases be used as an intrody cmryact&hy: The other
= - . i . T *e )

j

~, - T . A ‘
Y, - i
i i W e . N

151 A ] . T ;S}L

ase studigs thdi¢ focus on' environmental pmhlems:TL?‘zy differ ’maigy ‘in the , <7 . ‘
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case studies mlght be" used later ,to assess student understandmg of- the ma_)or
. ‘concepts mvo[ved The ghimated fi Im, Citizen Harold, addresses the problems of
- citizen apathy and impatencefand would be equally appropriate,at a later stage.
“*Pre’’ apd **post”
- thanges in student attimdes The Cdnsumer RE@'&’SY %iiﬁulatlon qumkly acquamts

g Verﬂment regulatlons appll ble to the prﬂblems that sonSumers EﬂCOUﬂtEl’ in
he martketplace. It, too, can be’ used early and late in the unit to measure gains in
undﬁrsthndlng and con}petence
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—v— When—usgé—m their-entirety-and-in- the—secﬁljﬂncersuggested,_the—mstruétional —

showings of the, film might be used as the basis for assessing

attivitiés\comprise- approximately three weeks of study. It is.not anticipated,
- however, that every teacher will wish to use the materials in ?&5
reason most of.the activities are designed so they\may ljg used singly or in various
o combinations, depgndmg upon the amount of time one wishes to devote to the
topic “and the needs of the: partu:ular student group for whom instrugétion is.to be
. prow%ed- To assist teachers in determinmg which -agtivity -¢r. comibination_of
.+  activities is more appropriate for his or her students, ‘edch instructienal activity
: has Been keyed to the unit objective. or objectives it is-designed to achieve.
‘Materials recommended for transparencies of student readings have ‘been
repréduced in the back of the puthdIIOI’l’ for ease of dupll;:atlon :
_ We wish to express our appre«:natmn to. the writing team that prepared the
e material for this, our second unit in the EPS Series. To Antony F. Suglia for*his
skrvices'as team coordinator we owe a special debt of gratitude. We are also

grateful to the following teachers for theig teview and. classroom trial of the

P . materlal m its Expenmental form; John E. Gardner, Jeanne M.- Klsh John Lane

o Johnson Chris Lay and Patr;ua L. Martm Sprmg Branch Independent SEhODl, :

vice extremely helpful and to the
een - m\t:(jrp(jrated in the published

June V. Gilliard
EPS Project- €oordinaior and’
) Asmrmts School Ser‘wr{?s ngmm

' Distficty Houston, Texas. We found their
extentJpossible, their suggestions have

‘material. N Y ’
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A central purpose of this series is to help students iny
learning to view ‘society and its probléms from both

economic and. political perspectives. This can: best be- '

done through 3study. of specific questions, each of
which offers an economic and political analysns of a
distinct social problem.

Economics and polltlc,al smence are c;omplf:x lntel-
Jlectual **disciplines,’’ e
thhéory and methodology. As sugh theu‘ apph;dtmns
in the diverse areas.of” policy, decision-making may

leave the lESChEF searchmg for certam ESSE]’IUE!IS —

thg fitudeﬂt Sugh essentlals can be foun{l in a mgdest
number of.basic concepts that mark each discipline.
These are presented in separate statements below,
® followed by a brief discussion of huﬁ&gomepm may be

combined to provide an integrated approac:h to the

«teaching of economics and political scignee.

%

=

1.-An Economics Framework for

. Analysis o

It is useful to think of the t;um:cpt:. ,th*u form the
basis for economic understdndmg in terms of several
brgad '‘concept clystersy”. The diagram provided in
Flgure l (page ”) illustr tes hgw these cluster< and

luster
Framework fgr f:i:Ol“lOmlCS ;nmc:ula and mstruumn

Evgry econemy, however it may be Drgamzed faces
" the ‘fundamental problem that economic resources
(namral esources, human resources, capital goods) .
are limited relative to the practlcally unhlimited wants

‘A;idpl;d fmm thc_ January 1977 unpubllshcd repont prepared by W.
Lee Hansen, Chairman, Framework Committee for the Joint Cou-
cil oh ELﬂﬁﬂﬁ’llk Edueﬁlnn Master (_uhlgulum Project.
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" to recogniZe that other systems face the same central

of Policy Issues' * | T

* of the economy as a whole and th

=

of people i the economy. How people allm:ate these
resources among.many cnmpetmg human wants varies
greatly among different economic systems. One broad
class of systems solvés this complex problem largely
by rehance on tradltlon (E g some “underdevelopid"

,,,,, (e.g., the
CEHU’E!!!ZEC{ economies like Chmf and the U.S.S.R. )s
- and a third class by a decentralized market mechanism
(e.g., the U.S. and most Wéstern Eumpean nations).
In reality, most economies are mixed in their use of the
three approaches and in tha econamic institutions they

+ have ‘developed; and the approaches and institutions

change with the passage of time. We focus primarily
on the American economiic system, but it is important

economic problem oﬁ:mr{?iryi although they deal with
it differently. . -

"When examining any economic system it is helpful
to look both at its parts (microeconomics) and the
whole (ma;mecnnomms)\ﬁn microeconomics inde-

pendent elements can be explorgd such as what prod-"

ucts are produced, how much a ﬁrm prodﬁgei how
much income a family earns, or why corn prices are
what they are. But some problems,_ réqun’e an analysis
s proceed from a
macro perspective. Here economists examine aggre-
gates such as general price leyels, gross national
.products, employment levels, and-other phenomena
from a total economy perspective.

In our largely private enterprise_economy (lﬂavmg

government aside for a moment) céthpetitive market
phices are the dominant mechanism used to allocate
scarce resources. Perfect competition rarely exists in
the real world, but the competitive market provides us
with a madekjf how markets *should™ work when no
individual is'ff big enough part of the total market to
have any personal influence on ‘market price.

»
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for resolving prohlems ‘and issues dealing with whai to produce, how to produce, how ‘
much to produce, and hmv to distribute the frum of [_?I'Ddui'flﬂﬂ .

. Microeconomics: Resource Alim:atian,' and ' Maunemnamga Economic
lnmms Dl‘itl‘lbu[161 ete. ' L ‘%lablhly and Grawth etc.,
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- y MeasuerEnt Cnm:eph
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Jor assessing éc*rj;mmic perfarmance;

- identifving

: ‘,m
W,

SR _ Goals/Values -,

tobe used as criteria for evaluating policy alternatives
dand

weighing policy choice® in terms-of

Trade-offs Among Goals
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Businésses, in striving to make profits, try to pro- .

duce at the low::st posible cost tﬁose gm}ds and
: some ca'sié's' they -also seek to mﬂue*nce cons
t demands through SdVEﬂlSlﬂg and- oth;r selling ,;u:=

* tivities. Producers, in trying to maxigize” “profils; draw
!pl’OdUEIlVE fesources (such as labor,-land and machin-

arg) to those enterpnses where they will LOﬂtrlbU[E
_most 10 meeting consumer demands. While -doing'so,

2 L e . ~ .
L I : e - - B ==
e - Y AV . L= B

Orze* ma_mr set ufznufrj( ONCErns rhe r}iamf!f rale af

private marlusl forces and collective gﬂvemmemal e

actions. On these issues we are lnterzstﬂd in knowing

“*what happens,‘ or wﬁat is llkély to Happen in
raqunse to.a «:hangﬂ in therdemand for,. supply of. and
resulting - pnca of individual goods and sefvices.. To
changes in the supply and df;ma {d for- labor and”
‘capital? To new. dr:'ual@pments In ‘technology? These

qusétmns

" busipesses pay out incomes to workers, landowners.
p

... and other supphers of prpdu;t:ve services who_are also |

trymg {s] maxgmlze theif ecofomic returns by. gettmg
the’ b@it pgssnblz value or price for what they have to
offer. fese

-income-receivierssto bid for goods thcy want. Thus
markets. in which prices rise @nd fall in response to
changing demands and supplies. provide the
- mechanism which links m;gethgr consumers and busi-

nesses, each seeking to make-the best of their pnamon% ceilings
n

and abilities, yet each dependent dpon the other. In

economics, this is described as a circular flow model of

the economic system. Individuals and businesses who

save part of their income and make these savings .

dvmlablc for mvestment in new pmduz.tlve Fm,me:s ar

S
‘connecting those h'uing funds b invest and thme
seeking investment of funds.
Individyal freedom of LhU&,E is u;nn;ll to the wiy
the largely decentralized. market-directed American
e:nnnmy defines ifs goals and allocates its limited-

these individual freedomsof thecon-

sumer, wag: edrner..investor and bilsinessperson, are
limited by laws and By social institutions for the
]DI'DIELUEFH‘ Fthe individual and socicty. Thus, market®
and prices. fEﬁtEIlnE shifting demand and supply
conditions, are the main regula‘ﬂﬁ-ﬂﬁt tht: Lxllm.atmn nt
SCarce resources

goods and services: hut ;?uvunnunt\ unions. tmdL

A ‘associations and other institutions help to sct and

. enforce the rules under which compet] ion takes.place.

dnd \urm:nmu pdrtlupdtt ALtley in the pmgu\u of

There are two general typcs of queries fundamental
to understanding policy issues. Onc concerns gues-
tions of-fact or prediction: What is known about
economic behavior? Or. if we undertake some action,
what will be the DTCdILtLd effects? The other type

coneerns questions of judgment or values: What ought

ta be done 1o alter economic behavior? Should we.

undertake-a particular policy or not. given that various
people and groups may be differently affected Thy
failure to dlbtlﬂ},lllbh between questions of whar is and
what oueht to be isthe Eause of endless L:ﬁntusun ;md
can lead to inappropriate policy analysis.

-As we sort through the vast array of quesuons and
issues _comingat us frnm newspapers, television, polit-
ical campaigns. and our involvement in economic life,
we find that most of them can be grouped into the
following three broad categories:

2 .

.

comes, in turn, make it possible.for

’ thun need or ;lhl]lly to pyy

emmn and arying degrees of resmcnon
. Another. r d sel of guestions pert'uns to “what
ought_to be one.’? What ought to be dohe when
people don't ik the highei prices they must pay for
tndividual products {(e.g.. oil, gasoline, sugar or cof-
fee)? This involves thinking about whether-to rEly
upon the Gperatmn of market forces or to rely upon’
LD“ELUVA; action via government policy*such as price
. rationing. special taxes, regulation (e.g..
truth-i h:ndmg laws, environmental LOI’IU“D!‘\) and the
llkf: Anoth&r way of phrasing thé question is: When
“*should" djrect government action be used to allOEth
resources - differently fmm‘ the way the price system
wuuld allocate them? For F;deplf: should Ipcalzgov-
ernmént-act to allocate énérgy sources, such as oil or
-ghs? Should government continue to subsidize ship-.

of freercom

?‘bunldm;; farming? Most-of tHese questions concern

economic efficiency- 'lp consider ;1pprophdte public
policy about such questions. one must first identify the

- copsequences” of choices, analyze them relative to

desired results and Values, ‘Lmd then make what is.
believed to be the most favorable policy decision. But
Other qu@%i@ﬁ‘x of. collective action relate closely to
economic equity: For example. should government

raise glléuhnt: taxes or use, a direct quota rdtionmg
ysystem to allocate relatively limited gﬁuhne supplies?

The former means that people with lower ingomes will

be made relatively worse off while, the latter provides
‘equal amounts of gasoline to tvuryung irrespective T ’\f

Anothe Ar important cah,u}\‘ﬂfissm*s relates 1o the
ceonaomy’s overall performance=as reflected by, the
rates of inflation, une H?plmniznr und economic
erowth. 'What “'causes’” inflation? What *"causes™
unemployment’? What “*should be done’
lmn or unemployment? What policies should be pur-
sued when an:mrﬂuymcnt and inflation exist-simul-
tancously? There is an obvious overlap between these

issues and tHose mentioned above in dxplaining recent . °
inflation - and untmpluymcnt

‘What “causes’
economic growth? What aré-some ufth; benefits.anc
costs of economic ;:,m)\.th’ What is 1hL lung run
tmn\hlp between economic growth and resourc .
Between economic growth,” population and employ-
ment?_Between LLUI’IUHHL gmwth and the anhun-
ment? What s the ‘rappropriate’” rate. of ;:mwth’
“Should we ilttu'nrit.tu ELLd up or slow down economic .
growth, or pm@.ﬁ no-growth™” policy? What is- the n
- best way to implenent our pnhu 57 . )

for a descrlptmn of how the total - f'
- economic “Yﬁ"tﬁm or its parts behave under conditions—

"
[

_ g

*about infla- o
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" tion of action to be t
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" A third majgr category oflssugs rslates 10 the distri-
bution of income produced by the operation of market
forces_and the redistributive -effects of gm!esrnment
" from

1ssues What the currént dlsmbution

polu:u:s on income l:llstnl:rmlonj Should poln:ies be
adopted that are deSIgned explicitly to change the
dlstrlbutmn of income or economic well- being?

“Should"" the ‘tax structure be made more or'less
progressive? Should”™ schools continue to be."fi-
nanced’ largely by property laxes? Should policies
designed to improve econdnic efficiency be adopted if
they affecthe distribufion of income? Should gov-
Emment subsidize the hausm;;, of elderly and low-
mcom& renters? These issues appear To- be. either
Dpi:nly or submerged just below the susfice. critical to

dstermmmg whether collective decisions alter individ-

ual economic decisions. and in assessing the extent to |

which inflation, unemployment and growth affect*the
general well-being of the population. Who gdins and
who loses. and whoshould gain and who should lose.
best summarizes what is d( smkt hu:;?

There are several reaso
to thgse 'md snrmldr q
-of these systt:ms I'Lqull’LS a LUHLLFHUJ[ tmmt_wnrl\
. factual and cultural information. the application of
* dnalysis, the making Ofyudg:,mc,nls and the determina-
ken. Morcpyer, our ability to
know exactly how effectively the economy and its
components function, is limited by difficulties in obtain-
ing agcurate and nm,;zly measurements of economic
activity. Finally, a variety of unanticipated events
affects economic activity, and thereby makes 1t dif-
fi;ult o pl’LdlLl au.umtc,ly the results of sp;uhg
Unlike the physicul sciences.
Ldrefully ;untmll;d Expcnménts are diffic ull to under-
take in economics.

Even if our understanding of the cconomy and
economic decision-making were vastly improved, we

still could not expect all disugreements on economic |

issues and questions to be eliminated. Certainly, some
di igreements will be resolved as our understand-
ing is increased; many di agreements will persist,
however, because of differences in judgments about
the attial or pFCdlLIC‘d effect of specific decisions; and
still others will remain because igdividual economists,
as do most individuals. adhere to different sets of
values, -

The heart of economics is, d;usmn rndl-.ln}f;
;hooamg among aliernatives. Bul economic decisions
are not m a vacuum. Rather, they are made in
the light of u set of goals. These goals vary from oné
society to another. from one group to another within a
society. and from one individual to another within
group. Among the goals most evident in the modern
world and particularly in American society are free-

virtually all the questions paesed above. They come up,
ahy &valuation of how the market system works, in -

¥

' C a

dom, ‘economic effisiency, equity, security, stability
(full Employment and the absence of inflation) and
-conomic progress.

- Economiic” decision-making entails thE opportunity
cofr principle. When decisions are made to use scafce
resources to. produce particular Boods or services,
opportunity costs refer to what must-be given up, i.e.,
opportunities forgone. A decision to produce one
good means giving up the possibility, of .producing
something- else.. Thus; .the opportunity. Last=what
c;nuld have beéﬂ‘ prodﬂced wnth the rﬂsources

1nd1v1dlml “the opportumty “cost uf samethmg pyr-
chased®is the next best altgrnative which. must be
forgone. For a society, it is thl alt
produclive resources could have been put.’:

When a person or a group chooses ane gﬂod instead

of'dnother. it is making a rrade-off—that js, it is trading . -

off less of ¢ne thing for morée .of something else.
‘%uuety hds m make tmdi: offs mo e.g. bﬁ:twean its
environment. l;s, n[mlly Ihls mvglves mmparmg the
various costs and benefits of each of the ajternatives.
It also involves determining how these
benefits will affect different groups within the
economic system. . )

Goals or ¢riteria provide a means of evaluating the
ptl'f()l'mdﬂ(.i: 01 nol unly an ELDI‘IUTIHL sy%tem and pdl‘i‘a
of it, but :
under consi c:mtmn Howgvu
conflict and difficult trade-offs
Examplea are fdrm pl’lLE suppﬂrts

have o be mng

which pmrnote'
whlgh cun be [houbhgm as equudblc but- m;ly increase
teenage unemployment: and wage-price controls,
which may restrain inflation, but also reduce efficiency
and freedom. Economic dnalysls does not make value
judgments in these policy areas, but:it does help pegple
to understand the nature of the trade-offs so that®hey
can form their own judgments in the light of their own
values. Perhaps, most importantly, it encaurages use
of a reasoned approach in dealing with controversial
geonomic issues.

2.“A Political Science Framework for
Analysis of Policy Issues?

The political scientist uses certain major concepts to
find meaning in the world of politics. These concepts
direct attention to the significant qualities of any
political system and provide measures for how well it
is working. As in other intellectual disciplines, there is
considerable disagreement in political science about
what things are important and how they should be

TThe stutement of political seience concepts wis prepared by Paul
A. Smith of 5.U.N.Y., Binghimton,
ather palitical scicntists involved in the project.

ernate uses to which -

£osts and

with the consensus of the
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. StUdlEd Neverthe]ess while palltlcal ‘sElEl’lllStS might

argue about exact defjnitions and preferred ap-
proaches, the following concepts provide us with

* working tools for political analy51s Each of the prob-

lems we shall be addressing in this series is a problem
of public policy, and thus its solution—or
nonsolution—must involve political decision- making.
These concepts will provide us means for understand-
ing this process. : =

The first concept is ﬂutimmy Wlth this we refer to

the legitimacy that a political leader, or procedure, or
pelicy has. A lel[lLﬂl action’ is authoritative to the

- extent that it is accepted as right and proper by the

Lommumty it affects. Authmlfy therefore, is a rela-
t10n§hl§ that arises hot from the w1]l of 130\'E_Tn01‘5 but
from beliefs of the governed. What **gives'" a political

decision authority is usually its connectign with some'

basic” procedure br institution that the community
views as a fundamental value. Often this is expressed
by some historical event or document. For example,
we say that the U.S. Constitution gives the President
“authority to command the amhed forces and the Con-
gress authority to declare war, while neither has
authority to do both.

Of course there are many klnds of authority—in art,
science, religion,and so forth—all involving standards
of pel‘ﬁ)rmange or truth. The distinclive aspect of
polltlcal authorny is its relationship to social power.

*The state,”” we often say, embodies t?, authority to
make ‘“‘final"" decisions- affecting socfal values: or.
more spauf“c,ally, to use coercive force. Political au-
thority is a tricky concept because it is often confused

with power, and because its exercise almost always .

- means that some members of the community 'must do
things they don't want to do. This complicates the
quality of approval implied by authoritative acts. Au-
thority wanes as this L(}mphudtmn Erows.

Our second concept is power. Power is the capacity
to get persons to do things they would not otherwise
do, with political power activating instrumentalities of
collective sanctions—customarily the state. Obvi-
ously, power has many sources. It can “"come out of
the mouth of a cannon’” or it can rest on such forces as
love, money, oratory, knowledge or authority. Like
authority, power is a relationship. It rests on shared
values and unequal resources. Power is authoritative
only when its exercise is accepted as legitimate by thé
community. When power goes ht:yond authority. deep
conflicts occur in the Lummumty and povernments
must use more force and coercion to sustain them-
selves and carry out policies. We ordinarily think of
democratic government as a model in which power and
authority overlap and where explicit procedures of
L.un*n:nt are used to dEtﬂleﬂE dLlIh()l'lty Th; dl%tl’lbtl-
thus key f,agtor.s in the way problsms c:f puth p@h;y
are handled in the political system.

Although we have used the term puhhi pnln v a% 1t it

fu,r this is thgt 1t ig oftgn dlfﬁcult tu knuw whcn an

=

o
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Ly

times the
"happens in the political system as a whole, and some-

- regulatory agencies, and city councils

~and policy

4

action is or is not part of a “‘policy,” and when
nanguvernmentdl institutions actually might be **mak-
ing'’ policy. For our purposes, this third concept refegs:
to patterns of action by government that are directed
at récognized social prohléms Thus we think of publle
policy as not one but a series of actions having political
authority and aimed at some coherent set of social
need® Policy, therefore, is something that results from
what government does, and that reflects the power,
values and skills of the political community.

In order to deal with the multiple group and individ-
ual actions that go into policy-making, political scien-

_ tists often use the concept of process. This refers to

the dynamic relationships—especially the relation-
ships of influence—among those who take part in the
various steps thmugh whn;h pollc;y is suggzstt:d for—

lelLy mdkmg p[()LEsS refers to wh.at

times to actions leading to a pamc.ular policy, or set of
i In either case, process is_always active in

policies.

_nature, and the term emphasn;es th*lt governing or

policy-making cannot be described adequately with
formal structures of authority or power. ‘

This brings us to our fitth concept, institutions—
well-established and “'structured’” patterns of be-
havior through which power is exercised and gov-
ernmental actions are taken. Congress, the Presidency
and the Supreme Court; political parties, elections,
all are political
institutions. Each such institution is composed of a
distinct structure of rules, procedures, roles, expecta-
tions and rewards: and it serves certain functions. In
America institutional development is well advanced
making is largely channeled thmu&h certain
types of political institutions designed to * ‘produce™
policy. Since institutions are by definition well-
established, and elements of their structure are often
defined by formal rules (laws), political institutions
tend to embody large amounts of authority in their
respective areas of jurisdiction. Inde&d we often refer
to persons who hold positions or *offices™ in govern-
mental institutions as **authorities.”” So strong is this
institutionalization that political activities outside of
them are often viewed with suspicion, if not uutnght
opposition. For example, street demonstrations, or
demonstrations in courtrooms, are usually treated as
highly controversial and ““out of order’” in the Ameri-
Can community.

Political mstltutmns therefore, tell us a lot about
public policy- making. As embodiments of authority,
they are preferred channels for political action and
power. They are not only natural targets for those in
the community who wish+o influence policies, but also
are guides to who has power ir the community.
For example, Congressional committees are the focus
of political activity on the part of those community
interests over which the committees have jurisdiction,
Whl]i‘ tht:sc same Lﬂmﬁll[[EEs usu;nlly bcnumc blasc;d in

to mguhtory iu:,z_nues It is e.asy to see, therefarc: that
most policy processes occur m and around institu-

If]
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_participate more arfd with greater effect than persons’

tions. Moreover, important relationships develop be-
tween political institutions and those of other types—
economic institutions. for example, Business cor-
porations. labor unions, and markets have close an
complex ties to political institutions ranging from ¢
mittees of Congress and federal rt:guldtnry aAgencies
to small-town governments.

Our sixth and last concept is political participation.
By this we mean act ities that are part of political
decision dnp—decisions supported by the power
and authority of the state. The first point to be made
about participation is its diversity. Voting is probably
the form of participation that most Americans would
think of before any other. since free elections ure an
inslllutiun iﬁ Am;rlm Bul iur lhm; nt us muruud in

lohbylng. or Luﬂlllhullunh 8] pulmml gglmplugns. im‘

example. Bribing. or assassinating. or providing -
formation to government officials are other gxamples.
These remind us that some forms of participation are
more legitimate, more costly. and more ceffective than
others.

A logical result of these lhlnp is the second point
about participation: some members of the community

'p;xrticipult more lh'ln nthcrs AllhnuLh it is not iy to

pmnl, as i lLllL lhu:n, p;lsuns who h;l\/L Elul[u re-
sources of wealth, or skill. or status can and do

whn h;xv; ﬁ;wgr ut' such resourees. ’l’hc f;xct Ih’lt this;

. syslcm hda obku,s 1mpllg,1lluns for the distribution Ut'

Q
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power. the nature of policy-m: ;md thc uulcmm;s
associated with poli
on expanding pdrllupd[mn and thls i i puhln, Vi l]llL in
the United States. Even se. the general relationship
between resources and participation remains,
Moreover, some areas of policy-making have muore
participation than others, ‘For example. fewer Amert-
cans "' ‘id«;” [hL ];v;] m stLn"aL L\pgmii[nrm cuch

;IIL,-[W(I}’Z‘\, ert!updtmn must be measured and

judg,t;d not onl'y in terms. uf amount. but ;1]~m in terms

pdl!Llde: wnh ;?n,gu; 1ntL,n.\1ly (dnd LI” tin a ulm
tively narrow areu of policy, while others might partic-
ipate over a wide range and with less effectiveness in
any one area. Thus political participation is many-
faceted and complex.

Looking back on the six concepts that we have
singled out for spec mphlmx in the understanding
and dppll(.(ltlnn of political science. we see that each
one in itself hie
controversy in the policy-making process:
particular policy represent an “abuse, or a maldis-
tribution, of power™? Did the policy process wrongly
exclude deserving groups in the community? Does
povernment intervention constitute a “'mjsuse of au-
thmi[y” or th "‘Lxhl'idgmmt nf rights” ffu‘ eX: xmplg‘

mvulve: thc: dm( nplmn dnd unul_\m,s of pu!ll!u. hul the

5 a good chunce of becoming an arena of
e
Does o

6

4(1t {

mdividuality and the freé

are social

evaluarion of politics as well. Each carrieggwith it
values and standards—How much poweb§lls good?
What extent of guthority is proper 7 Who sholi#d partic:
ipate. and in What way? And beyond this is the
guestion of political effectiveness. the capacity of Ihu} %
polifical system to act. to workzgnd get things done.
Remember that Muwu{lm was ofiginally com-
plimented because “"he got the (rains to run on time.”
(Which later turngd out to hc questionable p=50 the
tiveness of a. ar'rnngc:mt:m. or of a

efl

dly. we are left with the question, “What is
politics?" Political tor ““public™™) authority. power,
;‘li'nLLﬁH’ pu]igy in\liluiiuns Lmd purliuipmion nl] in—

these LL)H”ILIH 50 [hl;ll p[)llLth are maﬂg and Euvufh
ments can function. In democracies politics is marked
by h;li'gdiﬂing gumpmr’nise dﬁ(j dccnmmnd;ninn ;md it
Am(_,ru,gn; In cases whcrc thIL is pullgy undmmlty
within a political community, there is no politics. while
policies that are imposed on a community also have no
place for politics. Politics, therefore, occurs where
there is conflict over social policies and where these
conflicts are resolved with a mininum of value loss to
any particular interest. Some members of the commu-
nity will win. others will lose. Some will get more than
others. But the gains and losses will be hmited hy the
process of politics. l’ull[lLH i» often looked upon as a
necessary evil, with suspicion and skepticism. But as
yod consider the different problems of public polidy,
and the conflicts and controversies over solutions that
divide the community, imagine what policy-making
wolld hg w:thnut polmu Il wuuld h; Dﬂllgy making
or both.
t;l[hu uf thu; is umsn\lgm wnh our hd\lL ideils of
and vigorous expression of

ideas.

3. Integratin onomics and

1g Ec
Political Sci

While economics and politic.'l \’ciLi‘lCL are scpnr;nc
disciplines, it is important {o kee
“have much in common, and that in LffLL[lVL (mdlys 5
of public, policy thy almost always must be used
together. Indeed, *Political Economy ™ has a long and
distinguished tradition : 1 intL“LLlllzll discipline it-
self. The similarities and differences between ceconom-
ics and political science are summarized in Figure 2

Both economics and political science are concerned
with human values, and with the decisions about these
vaulues that hElVL a;uuixl c:nns‘(_qu;m_ T I%uth discipl’ ;

lur standards of sucnllf_L lugn, EVIdLnLL‘ Lullt:ulon‘
and the construction of theory. In short, they share a
common emphasis on verified explanations of patterns
of social life. Both, therefore, are concerned: with




. FIGURE 2

THE SUBJECT MATTER OF POLITICAL ECONOMY:
A Framework for Analysis of Political-Economic Policies and Issues

Q’x
ECONOMICS POLITICS
{Economic Science) _(Political Science)
- . ) ' FOUNDATION
. THE ECONOMIC PROBLEM ' THE POLITICAL PR DBLEM
(Wanis > Resources —= Scarcity, i.e., our wants exceed {Conflicis of interest :
available resouices and therefore scarcity exists) i
) ~ THUS o :
- 1. Political economy is the study of the methods by which society—
employs its resources (human, capital, natural, time) productively ¢ resolves conflicts of interest over the authoritative allocation of
for the fulfillment of human wants. | values; thus a study of power. .
: Toward these ends i 4
Economics is a study of how a sociely decides— Politics is a study of how a society decides—
a. Whai 1o produce {i.e., what wanits to fulfill) and how a. What goal values are 1o be sought and given authority

much 1o produce ] .
P b. How socielies are 1o be organized for the pursuit and use nf

b. How to produce most efficiently (i.e., how to allocate power and authority (i.e., mechanisms for resolving conflict-
resources maost prﬂduclivo‘;‘ly 1o their alternative possible uses) ing values, achieving social goals) ’ .
.For whom to prﬂduce (i.e., who is to get what and how much c. For whom the organization exists (1 e., who gets what; whose
- and how is

is to be decided) goals are served?) ¢

1. Politica
1G its pa

ular m‘;mulmns s

Buth Ex,’bnumigh‘ and Political Science usually employ o problems approich involving ﬁ)ljr sleps

a. Definition of the Problem—What desired goals are believed to be inadequalely served by existing institutions? 4
How does “*what is™* conflict with what many think “ought to be*'?
Economics is concerned with prablems relating particularly to the goals Palitics is concerned with pmbl:ms rel i,ﬁg paﬂicuiari‘ the goals

of — of-
. Efficiency and productivity 1. Justice in the exercise of pnwt:r
2. Growth ' 2. Equity in the distribution of power (income, deference,
security, influence)
1. Freedom (both limits on the use of power and access to

resources needed to realize individual potential).

1

2

3. Stability (both full employment and general price stability)
4 )

5

. Equity in the distribution of income 4. Effectiveness

b. Undersianding the problem—What concepts, what analytical tools, what facts do economics and political
science have to contribute to an understanding of the problem and its proposed solutions?

What do we know about how productively resources are being em- What do we know about value conflicts (i.€., conflicts of interest)
ployed for the fulfillment of human wants related to the problem and related to the problem, how they are being r:mlved and the resulling
the consequences for other values? allocation and use of power? .

hat are their economic and political implications? How may citizens, as individuals

¢.  Public policy alternatives—V ; P
sion-making?

and groups, influence policy deci

What will be the probable consequences, both in the short run and long Who is proposing what and why? How docs private interest relate to
run (the seen effects and the unseen), for the economic goals stated public interest? What are the probable consequences for the political
above? goals identified above?

Thug what policy alternatives will bring the greatest net realization of values?

l.e., a more optimal allocation (use) of resources (so that their le., rci@lu,mjn n,f the prob! wnh a minimum value loss to any partici-

margmal value products in all alternative uses are equal). pant and a maximum va

tive is most compatible with one’s economic philosophy (i.e., one's view of the
proper role of government in rélation to the economy)?

Which policy alte

Can government be effetively organized 1o serve the rales assigned
[ P il
to it? How?

i *
Should government™s role in the ceconomy be expanded or contricted.
It so, whered

d.  Action—How may one implement one's wwy? ‘
- . '
How does one act as consumer, producer, as a member of an interest te in politics to be mast .

group to bring about desired changes?

|
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Aknuw that economic resourc

"

social problems. See Part II in Flgure 2 for a summary

of the four steps in a rational approach to the study of |

social problems.

But the two disciplines differ in their fl’dm(EWDl'k for
analysis, institutions, fundamental concepts, and the’
type of evidence or “'data’ they most commonly
employ. Economists and political scientists have
therefore developed different argas of expertise.
Economists are experts on the vast array of stable and
changing conditions that are related to the distribution
and exchange of goods and services. They
their attention on the institutions or arenas where
these economic decisions take place. The most notable
of these are what economists call “markets.”” with
their component buyers and sellers. Their data are
commonly in the form of units of economic value—
monev—units that have the great advantage of preci-
sion and comparability. ~ -

Political scientists, onthe other hand, are experts on
the distribution and use of social power, and on the
institutions through which that power is mobilized and
made authoritative. Most notably, these are instutu-
tions of gbovernment. political parties. and elections.
Since there are no measurcs of power or authority
comparable ‘to that of monecy and market values,
political scientists use virious forms of data to study
politics, including votes, opinion surveys, Jaws, _and

Jujlual decisions. It is also true that just as ec conomists

recognize that actions of government affect econonfic
conditions directly and indirectly, political scientists
¢ resources of social
are a major element

d that economic issues

[nsuﬁ\r as alternative sacial goals can be “assigned

—

economic "values, and- markets exist in which these
values can be expressed and measured, economic
processes and ahalyses are effective means for achiev-
ing social policies. Cost-benefit’ analysis remains a

classic way to choose among .jltc:rnaUVé human values

and policy goals.

When. however, human values cannot be me’asured
as ““economic goods,” or when markets are’ for some
reasons (such as monopolies) not lff&ctch in their

pricing and distribution functions,. fhen poliey deci-
sions tend to he ‘moved from éhe %conomic to the
pnlltl(ﬁ;ﬁ arena. The realm of politics can encompass

conflicts among alternative human values and social

goals of all sorts, with the resulting lelClEb being
enforced through the power and futhority of g govern-
ment, Pnr each of the social problems treated in, this
series., yuu will find it interesting to observe how both
econor ind political factors contribute to both the
causes and possible solutions of the problems, and
how economists and political scientists analyze in
their own ways, what the problems are and how they
- might be solved.
While we FELU};ﬂth the lmpurmnce of thc; other
social sciences and the extent to which th(:y enhance
one’s undtlstlmdmg of public problems and issues, our
aim- hLl'L 15 to Lumbmr. only two of these disciplines,
ence. The teacher resource

atenals LDI‘Itdlnéﬂ in. 1.this and other units in the series
pl’UVIdL concrete illustrations of how economics and
political science may be combined for p ses of
enabling students (1) to analyze and unders and policy

issues and (2) to participate effectively in the political .

process through which policy alternatives are exam-
‘ined. promoted and acted upon. .

17
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- p The Economy and Gavernrnent Regulation

[
b

- Topic Dverylew ’ !

John F. Bibby and Leon M. Schur

The Problem :

Has government reguldtmn of the economy
achieved its stated purposes such as price competition,
consumer protection, a ¢leaner eénvironment? What

‘have been the benefits, costs and consequences of |

regulatory policies? These are some of the fundamen-
tal issues of government regulatory pqhuc_s

They are significant issues because regulation af-
ff:LtS the quality Df life for Eve:ry Ll[l:{t;n It mﬂLcnces

wall as for nonsss&mlala

quality of services avmlable it prnvndf:s pmteumn fm f

‘the consumer and the general public.
:md labor np;mte wnhm a mm-

plex, wc:b of ndtmnal
regulations. These Ena:tmems fulluw no mnglg phllU.S-
ophy or methodological plan and they are not coordi-
nated at either the natiopal or state levels. Rather.

these policies have grown up over the yedrs as prag- \

matic responseg to specific socioeconomic problems
and political pressures. The economic and social objec-
tives sought by reg lation have been diverse, including
lower prices, preservation and strengthening of essen-
tial industries, protection from consumer fraud: lmd,
consumer and public safety. ‘
BEL&U‘%E n‘:gulatory policies bestow Lmts dndﬁne—
fits on various segments of society, the extent and
natur& Df regu]atmn have been and LUI‘I(IFIL!C tu h;

fon:z:z. of Ameru::m life. In the 1970s thc tmus uf
attention has been on the issue of *"deregulation.” that
is, the elimination, reduction and restructuring of
existing regulations. A diverse constellation of forces
has joined this cause—
Gerald Ford, ¢onservative economisfs, liberal Con-
gressmen, the media, Ralph Nader, Common Cause,
populist academics, and The Wall Street Journal. As

might be expected, the various elements of this diverse

Q
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—for example. former President ~

9 18.1 .

i &

deregula{mn ’

prises: from * r&bulatmy bandaga" that l’}as mhxbltgd
economic growth, effieiency and innovation. At the
same time, Mr. Ford and Radlph Nader have Jganrted
that excessive and outmoded. regu;atmns are ¢osting
the utlenry billions yearly'in deltlondl costs for the
commodities they buy. “Deragulatmﬂ they bﬂllEVt;,

woul¢ result in savings for the consumer. Others on .

»oth th dgohlu;;u.al left‘\and rl,g,ht see in deregula-
“tion™" and regulatory reforn
up the pattern uf Lapture wh' ch they dsscrt axlsts,ln
most regulated industries. This is a situation in which
[hL regulntory dganeles E’ventually becont captives of
ituer ’iés 50 that regula,lon consti-

$5 conmspiracy against the

. consumer.
In spite of the impressive endorsements whn:h ‘de-
l‘EEuldtlDﬂ

little -chance Df bung pmmulgdtéd or ;n’u.tecl Within -

the business.and labor communities, Congress and the

regulatory bLll’i‘dLlLl‘dLy thc= oppositiont to Lhangeﬁ s

" iftense.

This struggle over *"deregulation’ has. tendcd to
mask the continuing battle which.other groups are
waging to expand the scope of government regulation.
Particularly active are the environmentalists,who insist

thdt more strmgent n:gulatmns dn: l‘IEEdt:ﬂ m prevent'

smcrgmg u)n%umerlst% In .n:ldltmn varmus mdustry
groups confronted with specialized problems-continue
to press for relatively narrow regulatory programs to
alleviate fheir particylar source of distress (€,) the
demand of meat-packers that the' government l’equ!iEE
all packers to be bonded against financial loss).

In all the controversies surrounding regulation, the

hd‘i ra;ewed polmt_al Dbsarvers give ad—r



R . -

questmns whlch must be answered include the fallow-

4

ing: . ~ . .
. o
1. A:r'et éDb_]ELHVE& Dfe,xl ting or propﬁsed ragul
tions desirable? ) :

2. Wht are or will be the ‘benefits, éosts and

ONs équezr‘nzcs of regulamry policies?

A the existing or proposed regulatory policies
efficient, i.e., do they achieve dt’:Sll‘db]ﬂ objectives
at'minimal cost? = L

.~ Are the exmmg or proposed: regulatory policies
eql ‘tablc;* i.e., do they treat those subject to the
I'EgUl.;ﬁlO[lS fzu,rly on the basis of rules known m
advance and dpplicable to all”= :

The ’”g,ulatory prmess is :,g complex Lmd perv,.\sf\f‘e
spects of [llf;ll'
activities regulated by all three Evels of government.

Which level of government performseselected regula-
tory functions depends on a number of legal and

‘political factors. Thus, fThe federal government. by

-fEdEI‘dl ufﬁcmls

"

". eral government. This natic

‘regulatory policies. There- remain:

ERI
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: Lnurt approval

’hy state. commissions and boards.

- virtue of its cgnsmutmml duthumy has jurisdiction

over industries and unions engaged in interstate com-
merce. State and local governments have _)Unsd.u.tmn
over' intrastate commerce. In actual practice, how-
ever, the distinction between inter- und intrastate
cammerce is murky and the Lungrusi with Supreme
h*lS lc;h miuor xlI’E;\H nf mtcr;?x

termmmg Whlhh Jevel ut Euv;rnm;nt will puTmm

regulatory functions. Some interests in American life -,

behcve lh’lt thcy thﬁ.‘ more mﬂucnu ;n th nutleml
thm unions, tm xllmplc hde
traditionally preferreg federal regulation and protec-
tion as opposed 10 state regulatioh. By’ contrast, many

- industries think that their interests are better served by

sgate regulation, at which level they have preater
influence. Tht locus gf regulatory m;u.hmuy therefore
often reflects the outcome of a power strugghe among
contending interests in the political arena.

e as it does at all levels of government.
n;guldtmn of the ecoromy is a fragmented and uncoor-
dinated series of different policies designed to achieve

-a variety of economic and soctal objectives.

In approaching these issugs, we will be concerned
primarily with regulation o 5 cconomy by the fed-
al' level emphasis reflects
the fact sthat more is known about regulation at this
level, and the greater economic impuct of federal
however, a vast
area .of regulation which js handlml primarily at th
state and local levels. For example. the bulk ufit.;_,ul:\
tions pertaining to the public utilit the mmsurance
mdustry and pmfesgmml licensing ;uL administered
Similarly. local

= i
[

Hames (), Wilson. *The' Dead Hand of Regulation.”” Public Inier-

*esi, No. ZE(F‘III W70, p. 4.

hid,

10

. - .

governméms are. engagéd ina WidE array of reguhtﬂry
" activities including health regulations, llquor licensing..
and bulldmg and zomng codes. ?5"

The Ecunﬂmnc Rgtmna!e fm‘ Regulatiﬂn

Introduction - £ R »
The debate over the role of government regulation in

our econemy is not between those who believe, in no

iby government, but rather between those who favor a
predominant role. for competition-as 3 rcguldtor, and’

thme who favor a greater role for government. The

| ivating fofce in-a market economy such as
our own 15 self-interest, not altruism. If there were no

checls whatsoever—either from competition ‘or from

Eaverﬁmﬁsnt—un this force of self-interest, chaos
~would ‘result, for each e:enumm entity -with a
mnnopnly position would attempt 10 exact max
fits, wages. interest or rent for the pmdu:t or
rvice being %old. Certain economic units would be.
ble to exact
their bargaining pogver or strategic pasition rather than
on thelr lntx\ibutmn to* the economy. ‘Therkfore. be-
fore op i, answer the. question of the role of
government as‘a fegulator. in our economy. one ‘must
thoroughly. understand the rcg;,ulumry Tole of competi-
tion itself. :
‘As economists knuw
“when thére E.‘&!b['a;\ .

market competition results

1. a ;ufﬁdcnt riumhu df' buth buye’rs‘ ;md :-;x:ller% 50

n;g\sundbly ;.umplr::tc; mf‘u,rm;u,mn ;gmung the
buye" and s&l]c.r*-:') as m thc naturz; 'pl‘ice and

I

pruduu?,rs or sr,illcn whu mi\y ht: dltl;u,,tu] hy thc:
profits*being earned, and for new buyers who

. wish to purchase at the market price.

=

Of course, all three of these requircmgnt‘s may be
difficuli to fulfill simultaneously in the real world,
although there are-many examples: agriculture, retail
gasoline sales in many urban areas, specialized retail
stores. cte. Howgver, economists often refer to
warkable” or éffective’” competition, in which
market prices dver the longer run reflect both underly-
ing individual demand and long-run supply conditions.
Thus, in an industry such as the agtomobile industry.
with 'a very ‘hmlt;d number of competing firms, we
actually may find fairly vigorous competition in three
ways: (1) the used-car market competition with the
' - m: 12) nonprice competition such as
somcthm;ﬂ new to u pmduu which a com-
petitior does notzhave, or conyigeing buyers of the
supumnty ofua product througBgddvertising, and (3)
price and quality competition from foreign auto man-
ufacturers. The kcry questions are whether a given
industry 18 meeting the demands of the consumer and
whether the firms «in it are prevented from earning
unusual profits as a result of power to control the-
price that is charged for their individual products.

19

12
£
:regulémry force, and. those who favor total regulation

#

p@fy‘i‘nmts from the rest of us based on " .



; industry
; + either does not produce a gjven product cfff 3 32
T attempts ‘to increase profits by raising pngu,;lhn =

)

v sumers. - - 2,
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nt their. pludUL[‘% dﬁd to prndu;c new plndllLI\
ed by buyers. If a firm in a competitive

those charged by LUl'I’lpt.‘tltDI":———Or fails to produce the
products demanded by buyers—ﬂ will lose sales to ity
competitors. The process of competition has been
referréd to as one of “creative destruction.”” because it
i deﬁmys inefficient firms by forcing them into
bgml\ruph.,y (2) forces the other firms creatively jo
introduce efficient methods of production and {3)
forces all firms to respond to' consumer demands. The
moreycomplete, the Lnl‘anll[lDﬂ,. the strgpger those
forces are which mdl\L praducers accountable o con-

3

1]

Controlling Natural Monopolies.  The opposite
of complete competition is camplete ﬁunnpnlx which
may be defined as a market in which there is a single
seller. A y)uﬁ example of a pure monopoly is the laeal
telephone company. bds company or electric company
*which actually has a public franchise to be the sole
producer. Of course, an approximation of monopoly or
what we may call effective menopolycan exist where a
few sellers implicitly or explicitly conspire to raise
pi’iceﬂ 10 ;ill_nculc r’n"lrkc;ts or o ;wnid L‘(nmclilinn

[hdl it pL[ml[i\ lhg munupullal 10 raise pllm= ubn\«gr
ant lower production quantity below—the competitive
level, Without competitive pressure, the monopolist
may also not develop new prodicts or new prodictive
techniques. ormay otherwise fuil to meet the demands
‘of consumers. As one econonnst has put il
monopoly is closed, exclusive. unegual, rigid. Com-
petition s usually open, inclusive, fur, flexible. effi-
cient and equitable.”* While monopaly .
partial. hurts consumers and the cconomy as a whole,
it helps the monopolists. Therefore, the” desire 1
establish cffective monopoly power 1s pervasive in

market cconomies. While madt ecconomic groupg in the
egonomy pay lip-service to the desirability of competi-
tuon. they often atlu’npl by their actions to avoid
unmﬁg\mmn for themselyes and achieve a modopoly
positien for lhtm\nl\(u‘ Or their mgmhgr/inr! In the
United States many government actiony
Lgunumig th;lViﬂr ﬂnw fmm Ihc bLl'ﬁiL e I'L'L'Ptinﬁ llml

pnwu‘x l‘md

Different 1ypes of monopdly require dl“LanI tmms
of regulation. In certain indwdtries a single fir
‘able™to supply the entire market at lower unit Costs
than a number of competing firms due to cconomics of

LY

A
H SR

=

WClair WllLu\ and William Shepard, Public I’ulu 1y Tonwitrd Rusiness
‘l’li}]ne‘;\v‘“ld I RILh\rdl win. 1975). p. 6.

3 N fon

‘fr““\;nmppllun were the regulator.

complete or .

to regulate

s =

o >

= s
scale overythe. relevant uuldl umgu= Sugh d‘ﬁirﬂ 1P
termed o “"natural ‘nunupnly.' a4 i :
utility. Since we canno
. regulator in the casaf

#lly wnh sef I
necessity for Lumpullmn in lhc:;' mdmlry ()n th other
hangd. an.uncontrolled ,utility supplying all phone sert
vice m the s Ci
“tremdly high prices and earp a vepy hig

,,,,, gturn en
'nnvulmg_m hy iiu‘ILL of hung, thL snl; \L“Ll Then,—
tm: ul) i
rad T‘mnupullg\ in an Jllepl 10 ;,Ll mugﬁly }he same
Jevel of service and prices which we wnuld get if

city would be able lurrg.,harge ex- .

While gnvuﬂm;m repujation of puh I lll‘l‘lllli‘;: mdy} '

Jbe a better alte rl‘lthlVL than uncuntrolled ménopaly, it
% by no me: ! ~$nlulmn ‘and several disadvan-
tages are app First, effective n,;,ulalmn dep;nds

¥

arent.

on information dleldblL ,tﬁ [hc regulators. This is often

“difficult o obtain anll interpret. $The t cost of a
public utility as wel as its costs df ;:lpl[dl are déter-
mined only afler lengthy thearings in which often
nulhu thL Lumpany ngr. t.gfmsumus are satj i

regu-
~OT even, nc;u—lhc; c’tfigicﬂcy

ldluj tum is npu (mn‘g At
of a gr)mpt_llln.u= firm, since no henchmark firms exist
" for u)mplul\un mec,,gtm\ of the statuy quo may be
the main kesult. Third, during times of mpldly rising

prices. delays in. Vo >dings m%{y hold
down regulatéd prices and the firm's real capital may
be diminished with resulting deterioration of service.
An alternative. method of dealing: with a natural
monopoly is public pwnership. In the United qt;ltes
that alternative has béen used for the postalgervice,
_the Tenneksee Valley Authority. and nucles Janlh
coperatgd by the Alomic Energy Commission at the
federal level, and electrics walgl or sewerage Services
dat thé comi ity lével. In many foreign couniries
there 13 wldL\pILzld government ownership of the
telephone, IulLL,mph clectric, watgr. petroleum. rail-
road, bus and dirline companics. Government own-
ership of a natural monopoly eliminates uncontrolled
private monopoly “power, but at tHe . cost of other
problems. It removes the purely cconomic pressures
of the>market but also,brings it under the wing of the
government where it may be protected from public
+ o eriticism and cconggnic pressure to operate more effi-
ugntly While the wie of Euvunmgnl fn our CCOnOn

has hLLﬂ xpanding to incldde mgmy fh 1% ut guv:_rn
mm[ iq,uldlmn and infervention,
panded at all over the lust ‘()(ygdrs in lh:_ Lnum‘nf puhllL
ry. It dppears unlikely that this

antly reversed in the foreseeuable

trend \\«l” be signif
., future,
. i
2. Preventing Destructive Compeltition.
rationale for repule i
vcnlj(gn= of EX‘;Q&SEVL‘{}[' destruetive competition which

A second

"

ng cconomic activity is the pre- .
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might actually lead to- monopolt

~ Comimission (I:
_ vent destructive ¢

- cufthroat COmpEtltlDﬂ and -widespread losses,

5 : =

ation byCiie elimina-
tion of all'but ene seller. The Iiterstatg Commerce
.) was established Iargely to pre-
mpemmn It was dl‘bﬁéﬂ hat unreg-
-ulat d Lémpentmﬁ was unworkable ur theér;ulroaﬁ
inddstry snﬂca\%me \compentmn which atrempi
redch the full Bcenomies . of sca;z would re

ally eliminating the weaker firms| and. ‘the es
rﬁen&
among the surviving firms, resulfirig m\’highar prices |
and poorer service for consumers; *To, avoid this.the’

[.C.C. was establihed’ bmh to ragulatz: railroad rates™

and services apnd promiote the heglth of the .industry

. In-the first part ofxthis century gqechnuln;:i Rl
advance in the form’ DF the [ru:kmﬁ iftdustry brought »
Skmng copn peutmn to tl{u;a allmads Rdthﬂf Ehan dc—:—‘a

industry. HkE the railroads. gene¥ally opposes derggu-
lation.) THe ratibnale for regulating re !ruad: and
trucks was also used to regulate airlines ¢
control destructive competition while prev;n ing..

d’asgltenbt:;tmn% rom trugk;ra (Tuddy the tiugkln;;,

mnnﬂpnly puwer ln the case nf ;ur!me% it was main- -

,,,,,, . especially at
desirable hours LTE"l[&d eléménts of a. itural mo-
“nopnly and that d&strm,nv& Lumpennun among firms
sitated regllation. Thus,
the Clvnl_ Ac:mmau;s Bn d (C.A.B.) was created
to regulate, airline fares. ind ,Aassign routes. %nitht:
case ofas it was contendsd ‘that limited access to”
transmission lines created a natural monopoly and thé”
Federal ‘Power Commission (F.P.C.) was created.

Whatever merit the arguments for transportation,
drégulatfﬁn may have had at one time. many economists

. question both the effectiveness of these LDmml‘a‘ﬁlﬂn'g

and the actual need; for regulation under curren
technological and. market conditions.¥The /970
Economic Repart of the President summarized this

ques&lgn{ng as follows:

The Arherican experience with regulation, despite
notable achievements, has had its di‘ﬂppﬁii‘ltiﬁg
aspects: Regulation has too often resulted in pro-
‘tection of the status.gyo. Entry 1s often blocked.
prices are kept from falling, and the industry
becomes inflexible’ and insensitive to new
techniques;and opportunities for progress. Com-
petltlem cay@n sometimes develop outside the juris-
diction of a regulamry agency and make inroads
#  on the regulated companies,
" pmﬁtabnh&y or even survival. In such cases, ph:a-
sure is usually exerted to extend the regulatory
umbrella to guard against this outside competi-
tmn S0 that the problemq Df reguldtmn multlply=

ag nverpnung and ldenttd side cﬁfect% “
oL o

*’Efuﬁxhxirﬁfpzhf of the President (Washington, D.C.: U.S. Gov-

emment Printing Office, 1970), p. 107.

s ot

threatening thEll’ )
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".f'”

of a mcmc:pc:}y or Cnllusw-g price, agraement*:, -

P

Asments tD‘)lx prices, méestram “trade,
S in m‘al‘&,&

s j = - -

e \
3. Strengthenin rnpemmn In the caseg pE a
natuml mnrro-pgrlgjj) estruglive compe;t ion, the an-

régulatory agency whic

sweris likely to bé a pub?}dutl[lty LDmmlelDl‘l ar othEr
vices for a given industt

Howaver, in m ny mh&r
s\zcturs of ‘the ﬂuononﬁ monopoly may bi neithgr
desirable ndr m&v;tablf: and thr;- governmentiresponse
15 simply to m atain and strengthen.competition. This
wis, thé<att
Lt of /1890 Cldytoga Act of 19147 Federal Trade
Dmmn(\smn Acizof 1914 Rdbjnmn Patman AXct of

'?916 Antimerggt Act of

) which prohibit.agree-
to partigipate
tition and'thus e entually
insmn of the D&partment

s which lin¥it'€ompg
rdise prices. “%he Antitrust

.of Jus ice and"the Pederal dee Commissin (F. T.C. ).

It sl]huld

are. théy, major adnlinisfering dg;nui .

- emphasiyed that the pufp@ﬁ of the anlitrust laws is ot

s what to produce and. what to tharge but

* rather to maintain competitipn so that :omip&tltmn

itself will act as a regulatory force.

Economists differ on the genera dE'ilI‘dbiﬁ[y of the
antitrust gppebach. At one exfreme, some economists
argue that fthe power of the large Lurpuré;mns is
necessary fgr efficiency angd innov

~ngth Galbr tl;l nne’advug{:s of this approach, has put
it;: . - y ) @ .

L
r&‘

The showpieces [of Duﬁ ecnomii system]
with rare exceptions, the industries whichx
dominated by a handful of large-firms. Thef re@
visitor, brought to the United States .

7 " the same firms as do attorneys of the' Depart—'

¥ ment of JU?IIEE in their search for mondpoly.®

1 2

- At the other extreme, (FLDanl%t‘s cite studies to show

that breaking up; large firms_ in heavily concentrated
industries would not reduce efficiency and that stricter
enforcement of the antitrust laws would be desirable,
They argue that penalties have been too low and that
more vigorous and consistent enforcement is- desirable.
However, the conser$us among economists would
probably be that monopoly power cannot be held to
exist simply. becausé industrial concentratidn reaches
some arbitrary level, and that each» case must be
judged on i's own merits. 4

;

£

4. Restrivting 'Cc:nmpé‘fitii:nfz! Another type of regu-

lation’of economic activity which is explained more by

political muscle than egunnmu_ theory is aimed at
restricting competition. Professor Milton Friedman,
th& w&ll known Lunshrv’nve euonomlat has bdld th.:it
t:nterpnse for everyun& Else ' One ml;;.ht wel-le%'ay thB
same for spme trade unions, agn;ulturé teachers or
almost. any other organized economic group. While
paying lip service to the dEslI‘dblllty of mmpstltmn
thc;y often try to obtain governmeépt's help in protect-
ing"them from. the discipline: of competiton. It is

i, K. Galbraith, American Capitalism (Boston: Houghton-Mifflin,
1956), p, 91. . \

le! b&hmd‘the“‘antltrust laws (Sherman’

n. As John Ken- -
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usually assened hy’theﬁpm onents of such regulatory
s:herpes that-thie nationalii }grest requires the preser-
than of Lertmn t-ypes uf DanlL enterpnsés; such

“Famed@ ! legslatmn was an lmpurtdnt EXdlﬁplt
QIE“‘;P sucgessful effort te restrict competition. Faced
ith compefwdn from chainy and discount stores:
idependent, retailers persuaé}:d Congress to pass’
leglslatmﬁ- aJﬁ‘wmg the states to enact legislation
which ‘' preventgd retail/ establishments from selling
vered by the law at IGWEI' th;m man- .
ufacturers’ suggested retail prices. ("'} “legis--
lation, was repealed in 1975.) A smilar e\gﬂmpl; uT
regukftion- to restrict competition-is the Capper
Vols d{AL[ of 1922 which e;gempt-;;gupltuml
:Jctll‘gh from hpéilﬁg provisions of the antitrust
1d permits thém through agricultural mArkéting
orders to maintain specific comrodity prices above
gompetitive levels. A majority of economists probably’

favors rﬂpeal of thls E.Enél'.;jl less nf'laws wi Lh bring g

prlc;es to thf; COonsumers. . _
“State and local governments have also bu:n
.peﬁ’suaded again through political- myscle, not

s laws:which ve strict entry
ce fixing in an g:\itrc;mtly brom range of

and-permit pr
occupations ranging from TV repairmen to efnbalmers
and physicians to beauuuaﬁ; )Whatever the mentc. in
a given case,
aﬁd result in génerally Iowar Qutput of services 'md

.

5. Alloasating Umpe‘u)‘wd ar 1[1 Defined Fmpt ry
nglz}ﬁ 4 A fifth rationale for‘government regulation in
the ecbnoifiy is that unspecified or ill-defined property
rights make it neces
certain public resources to preventtheir overuse. For
example, who shuuld have the right to usé the air-
waves for Lumj,(;n.lal broadeasting or telecasting? If
there were'no ‘restriction on the use of the airwaves,
the overuse would result in chaos. Therefore. in the
case of the arwaves the Federal Communications
Commission (F:C.C.) allocates the airwaves for use of
bcﬂh LOmmEfLid] r.jdiu and lLlL\'iHiUﬂ Fnli‘y inlu

slmllarly allmatﬂd by [hL Fe:du:ml Depusn lnsur;fnu
Corporation and the Federal Savifigs and Loan Insug-
ance Corporation. In each of these cases compelition
and entry is limited and the chartered corporation may
gain profits above competitive levels. Some
economists have suggested that radio and television

. licenses and bank charters=should be distributed by

some form of competitive bidding. with the revenues
from the bids to go into'the public treasury.

The ratmnale of unsp;uﬁtds or IMIHLQ pmp;rty
fuund in recent yem‘s tht\zt business firms have pullut;d
the air, water and land spaceto a degree thalgatmesbe
permitted to continue. Economists refer to this as a
problem of ““externalities™ because the costs of enyi-
ronmental pollution are not an internal cost of produc-
tion to the firm.but are rather an external cost which is

iry forsgovernment to allocate |

-pullutﬁ:s a s’t'i'{um in thE'

- deterrence” are greater than the costs.

T imterest to get

/ 5 4 y

. i . T
borne by.societys For examplg, 1t an alummum ﬁrr’n

and, thﬁ:retur
so. Environmental pnilLtmn musi be d§ﬂ
maunner that will insuré thiat the benef

it faces no deterrcnt to continue 10,do "
efred 13 a
s 0Of such

This "can be
acllieved by regufating the polluter, by mﬁgg him
directly, or by s@dbsidizing him to stop his activity.
Spa€ific cases can be cited in which each type ‘of
detérrence wofks better than the other two. Hence
each type of pollution should be dealt with separately
in terms of the benefits and costs of a given method of
deterrence and, cdntrol.

Protécting Sellers and Gomsuniers, éigixth
l'd[lUl“ldlE for povernment regulation of ecofiomic activ-
ity is the need to provide to consumess, or sellers,
necessary information when the market fails to do so.
Informagion is.often expensive to collect but once
collected can b& made available to everyone. In cas
where it is difficultsor expensive for a consumer or
seller personally ‘to become a well-informed market.
participant, the government may -parform this service

“for all consdmérs at once through regulation: For

example, the Truth in Lending Act of 1969 requires

“lghders to state in concise, hongst and uniform lan-

Euage lhé agtual Lusts an t&rmS\ufmnsuer Ll’Edl[ A

tcmmtnlg my

II’LIE

geRpt decision unle‘:s hc L;:m dﬂlf;rmmc the ° r.m;
pf interest..Similarly, since the purchasers of stocks
and bonds find it difficult’and expensive to secure full

" information on thé performance of a company which.

affects the value of its stocks and bonds, thé_Securities
and Exchange Commission (S.E.C.) requires disclo-
sure of certain information to investors. the result of
which is to guard against false financial statements and
fraudulent transactions.

Government regulation also seeks to protect the
consumer Qt seller who has unequal bargaining power.

The National Labor Relagions Act of 1935, for exam- a

ple. strengthened the rights of labor to organize and to
bargain coljectively with employers in order to give
labor a mc?n; equal amount of power in its struggles
with management over wages and working conditions.
In addition, regulation tries to protect consumiers
and workers from product dangers and industrial
hazards where the private market does this in-
adequately. The Federal Aeronautics Administration
(F.A.A.) requires publi; air carriers and private
.;lll’pl;?l'lt‘:‘\ to meet extensive safety sldnddrds The
Coast Guard does the same thing f&f-s0astal water
traffic. The F.T.C. hds _]Ul'lsdlL[an over UﬁSde‘ con-
sumer products. for instance inflar
Every state has a mutDr vehicle depdrtment whth
licenses drivers.to operate on the public roads, and in
many.states inspects vehicles for safeness. The police
enforce speed and other safe driving laws. Many
cities, and counties, inspect and license restaurants

and health establishments for sanitary conditions, and

b
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rental housing for safety and adequacy of electrical tions for government regulation. But regiilatory pro-

‘systems, water, sewagc témil even structural suuncj - gmms re not enacted becayse: of persuasive economic s
ness: In the in us;}ml areas the federal government’s or gDClB] argumeénts. Rather. they come into being

- Department of Labor’ admi isters the Dczupationgl because those advocatfhg a particular type*of regula-
Safety and Health Adminisfration which attempts to tion have beem able to muster the necessary political ‘

insure the Safzty of work plasea power to pass legislg . Similarly, this legsla’tlon
either stays on the statutq: “bopks. is altered, or is “
repealed depending upon the’ balance of political |

, power, In like manner, regulatory statutes are adminis-

" tered in response to political pressures. Regulatory

may be sﬁfnman

) , LRTE " ! ..« policy is then a reflection of the group struggle for -
' ‘f ; ”3fé;f6r' Re ulatmn ¥ , political influence among regulated and unregulated
g;,.fi.f.@ €g . e;' . - mdLLstnes legislators, a mlmstramrs Fl‘éhldénls, and |
I Cnntmlhng Namral MDﬂ‘grpOllf:'% . ., Mass membership groups such as unions and those

lemm;; to speak for consumer interests. Because the

P i =
. Public utilities, struggle for group advantage is continuous, the extent

. f ’ G‘*"’em’?‘?“}. D\’YHHSMP ©_ +and content of regulatory policy are constantly in a
I1. Preventing Destructive Competition Lo - state of ﬂux and controversy. Today's regulatory
{elements of natural monopoly) . policies dre but interim decisions. They reflect only the
a. Interstate Commerce Commission (railroads. .y current hdlange of contending forces in the political
trucking) et - arena that are seekjng to shape regulamry policy. -

b. Federal Power Commission (gas) - ' An terms of the lelthdl,&ﬂU‘iEH of, regulation there

¢. Civil Aeronautics Board (airlines) are two basic theories—the “*public in efest’” thedry :
d..Federal Reserve Board. Federal Deposit In- and the “self-intetest’” theory. According to the **pub-
- surance Corp.. Federal Hdme Loan Bank lic interest’” theory, regulation results when lanak—
Board (banks and thrift institutions) . ers are mobilized by a broad social movement or

activited by a dramatic event or crisis. For example, -+ *
securities regulation followed the crash of the 1920s

'and came while people were demanding reforms of
business practices during the Depression. Tjfe “'self- ¢

1IL. Streng_thgmng Competition
a. Antitrust laws (Department of Justice and Fed-
~eral Trade Commission),

F’.t:s.n’ictingi Competition ‘ interest’” theory asserts that regulation results when an,
a. Retail price maintenange industry uses palitical influence to “"obtain legal pr’]
b. Patents, royalties, copyrights tegtign for itself or to impose legal burdens on its
c¢. Occupational licensure and price fixing rivals.”” For example. the broadcasting industry sought,
d. Farm policies : a regulatory commission in the 1920s to correct what

were termed ‘‘chaotic conditions™ in the industry.
Property Rights Scholgrsﬁ often d—_ispute whether the :'ae}fdmarest‘ior
4. Airwaves (Federal Communications Com- “public interest’” theory was operative in the creation
mision) . of a particular regulatory agency. For example, it is
‘b. Entry into commercial banking and savings asserted by l“ﬂme that ths ICC ]wm, LfrEJtE;j fﬂq a
and loan field (Federal Deposit Insurance governmental response to the problems o small.farm-
Curp ) ; . ers and other shippers injured by monopolistic prlcfﬁg,
: while others claim that the ICC was created sin- fe-
sponse to railroads’ desire for r&tentmn uf Lartel

V. Allocating Unspecified or Hll-Defined

Pmtectlon Agem.y)

’ arrangéments. However ¢ neither the public’ *“nor
VI. Protecting Sellers and Lunaumﬁra ‘self-interest’” theory is adequate. Regulation stems
a. Lagk of information from a variety of political causes and an understanding '
. Truth in lending (Federal Rt:‘aLl'Vﬂ System) of why regulation occurs requires analysis of the
’3 Security dealings (Q';Lurmes and Exchange circumstances surrounding the ‘passage of regulatory
Commission) o . legislation.®
b. Unequal bargaining power &
‘1. National Labor Relations Board . A Cost-Benefit Approach in Analyzing Regulation
2. Maintenance of safety standards (Qccupa- James Q. Wilson has written that an understanding
tional Safety and Health Administration. of the regulatory process also requires an analysis of
Federal Aeronautics Administration) how the costs and benefits of regulation are dlstnbutedj
c. Safety * in society.’
CDnsumer Pmduuts Sdfety Ll)mml‘s‘len . N

() Wilmn “The Politics L
l d Sacial Responsibility und lltz Business Prz*dnu’mz nt
: Tht; Bmukmgs lnsmulmn 1974) pp HH 11‘)

tlona!l} Safc:[y a,nd H;al;h Admlmstmtmn)

The Political Environment of liegulsﬁqn
The considerations cited above provide justifica-



¥
Costs can be considered widely distributed (e.p..
when they are pfﬁd threugh higher taxes or higher
prices); a cost can -also be narrowly concentrated

{e.g., when a fee or restriction is imposed on a:

particular industij)- :

! uted (e.g.. reduc-
tions in the degree of fraud, safer products. lower
prices); d benefit 'also may be narrowly concen-

‘trated {e.g., a subsidy paid to an industry or
restrictions’on entry into a line of business).

A. Conditions- of Concentrated Benefiti and DiY-
fused Costs.  When regulation .will result in concen-
trated benefits:for a particular organizable group and
wide diffusion of the costs, orgunizations form to
propose a regulatory arrangement to institutionalize
the benefits. The regulatory arrangement will normally
have the following characteristics:

1. Elimination of price compjtin
- 2. Enlry into the industry will be restricted,
3 Dr;gdm;:td hEI‘lEﬁCld[‘lE‘\ will -\tmnély influence

Eulmzﬁlf Sfat: llun&.ln;f huurds FCC, C’AB

B. Cuonditions of Concentrated Benefits und Con-

centrated Costs.,  When both the benefits and costs of
reguldtion are concentrated, the regulatory constraints
_normally arise out of competition between two or more
.organjzed interests.-Such a political situation normally

results in a regulatory process with the following

* characteristics:

1. "Adoption of a charter spelling out the rights and
obligations of the parties.

2. No one organized interest will dominate the
© administrative structure an 4 permanent basis,
3 There will be Cuminuin&,dl‘mt% to amend the

basic charter or legislation.

4. The issues involved will be of high vmhlllu and
. both sides will seek. to enlist allics, :
LExamples: Contlicts between labor an,d Mmiin-

. agement over labor «elations and the policies
pursued by th:; Natiun;ll L uhnr R:;lminn-\ Bn;u’d

rumlua over thul pnu maintenance (Fair tlmic,
laws): the battle between banks Lmd saving and
loan associations over regulation of thrilt institu-
tions,

C. Conditions of Diffused Bencfits und Concen-
trated Costs.  Regulations have been imposed with
increasing frequency on small organized interests that

. benefit large numbers of persons, who are difficult to
organize. Regulatory politics under these circum-
stunces has the following characteristics:

[. Enactment of the regulatory legislation in these
circumstunces requires focusing public and Con-
EIL%%IUI‘IJI ‘attention on an evil and personifying

' that evil in the form of an industry. organization
or corporation.
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. The regulation’ proposed will be strong and therg
will be few incentives to accommodate the inter-
ests involved#
Because of the need to mobilize broad suppert
for the regulation. its content will be shaped as
» much by the political process involved in pasage
as by an analysis of the problem.
Efﬂrnpli’ N ?hérma'ﬁ Anti- Tru&’sl AC(, Trafﬁc and

IT«J

el

trol lﬁglbldllﬂﬂ.

The Ni.f.furg of the Ri*i{lihlh)j’\ Proces:
In all three of the conditions listed above.

the,
process of regulation results in a muluplication of

detailed constraints, offen in the form of rules by the
- administering agency:

I. In conditions of geoicentrated benefits- and dif-
fused costs, the ;1dmlnht:nng agency will seek”
thmugh Lxdmlmstmtlv; action to’ protect - -the
*health™ of fhe industry for .the present and
future by reducing uncertainty and providing
protections from failure (e.g., 1CC and common
cfrriers. CAB and the airlines)!
In conditions of concentrated benefits and costs,
the rules will multiply and discretionary authority
of admnistrators will expand as a resuit of the
seesaw battle for agency domination (e.g.,
labor-management struggles lo control the
NLREB).
LN in conditim-\ ul' diffu*ac,d br:m:.ﬁts :md concen-

S

h;h;wm! ut an mdu:atry and Ihugby p,rt:vmt, thr:
abuses that stimulated passage of the controlling
legislation te.g.. Environmental Protection
Agency restrictjons on auto ¢€missions).

Industry compliance with regulatory rules is. en-
couraged when the rule to be enforced s ““highly
visible, tosts little, and entails no competitive disad-
;uua;gg a An L"iélmpl(: of such 1 rule is the require-,
tles carry 4 health warning.on the
p;mhilgjg. An(mus( laws or air pollution restrictions
have nane of these characeteristics and are much more
difﬁgult 1o Lnf'nru it h'l‘% ‘hLL'n fnund lhdl Lll‘E,t: Llnd

politically vulnuuhlg ;md vn.‘s.lhlc;.’i
The Agencies of Regul®tion
Governmental regulatory policy in the United States
lacks centrul direction and coordination, as well as a
philosophy. This reflects the diverse purposes for
which regulations were instituted, the wide 'variety, of
imuut gl'uups m;c;king to inﬁunngc policy [hL [hrcc
nnd (hL multltudL ut Euvgmmgntgll nggnugs Limylmﬁ
out regulatory functions. Burgaus, divisions and agen-
cles within dcxutmgma of the federal executive

1

“hid., p. 163,
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bram:h the courts, and mdepsndent regulatory agen- ,'

cies administer federal regulatory statutes. Partlcularly
significant are the mdependent regulatory commis-
sions. These agencles are considered quasi-
administrative and’ quasi-judicial bedjes in that they
nister statutes and also act to adjudicate
di«;ﬂusﬂs arising out of regulatory leélslatlon Federal
md‘eihendent regulatory commissiéns have the follow-

m’g Lharactgnstlcs

5

.. They operate uhder h'mad policy directives fmm
+ - _Congress, with authority to make rulesand fssue
» orders to carry,out the policy directives.
2.' They fgire multimember panels, whose membgrs

have lengthy and 7:r;iidggarsd terms.
. Appointments are made by the President and are

subject. to senatorial confirmation. Regulatory .,

comynissioners may not be dl‘iml%‘iéd by either
the President or Congress merely because these
elected officials disagree wnth the policies pur-
sued by a commissioner. .
4, Su;h mstltutmnal arrang:ments are demgntd to

nurmal leltn:al mﬂuen;‘& and to mgke the agen-
cies n}depéndgnt

The commissions are not. however, n?Lly indepen-
dent. Through the years it has been demonstrated that
they are susceptible to congressional and presidential
influence. But because the President. Congress and
the public generaly do not often take an active interest
in regulatory policy. the commissions frequently find
thdt they must cope with pr&ssuras hmught to bear on
them from regulated groups.’ 7

Reégulated groups operate on a variety of political
fronts simultaneously .in seekmg their policy dbjec-
‘ tives. The congressional arena is particularly impor-
tant because of Congress’ authority to enact new
regulatory legislation and amend existing statutes.
Lobbyists for regulated groups therefore pay close
attention to the work of congre ssﬁdl committees with
jurisdiction over regulatory agencies. Fhey make for-
mal pi’é‘iﬂn[dthﬂS to the respective committees (as

when legislation is being considered or oversight hear-
ings are being conducted). But more importantly, they
informally advise legislatgrs and their staffs concern:
ing the impact of existing regulatory policies and
proposed :hgngeq Of course, the;y also urge lEgl%-
lators to %dopt their viewpoint in as per%uaslvs a
manner as possible. This may involve mobi
legislator's constituents within a regulated mduatry to
press him for favorable action. Often. lobbyists shar-
ing a common Vlelent with Congressmen and
Senators work in tandem in the development of legisla-
tion and to muster support for their programs. They
also cooperate in generating publicity for their policy
in those circumstances where sound strategy dictates

"For a group thgnry approach te the political environment of
independent regulatory commissions, sce David B. Truman, The
Governmental Process (New York: Alfred A, Knopf, 1962). pr:
416-421,
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the need for arousing broad public support. Some-
times, however, lobbyists and their congressional al-
lies prefer, when déaling with highly technical regula-
tory matters, that th€ issues not become the focus of
general public debate and concern., :
‘Regulated groups dlso work thmugh the Congress to
t;xeft lﬂﬂuEnLC on regulatory agenmeq Mcst regula-

agamst the prgdgmmant srsntlments of Repre%ntatlv&s

""and Senators on the committees having _punsdu:;mﬁ

over their agencies. Among-the sangtions available to
the comfittee members are the following; (1) harsh,
critieal and disruptive investigatory hearings; (2)
budgetary controls; (3) authdrity to recommend
changes in the laws governing the agency: and, 4)in’
the case of Senate committees, action to recommend
confirmation of agengy personnelt Because these sanc-
tions are alwayq available, regulatory persannel tend
to pay attention to congressional sentiments whethe
expressed publicly on the floor of the House ang
‘Eeﬂate or prwately Bgcause cnngressmnal lnﬂuem:e

1nﬂuence on the r‘EgulatDry agenc;eq by wurk:mg
thmugh legislators who agree with them on policy
issues. Regulatory agency personnel quickly come to
understand and can anticipate the political fallout of
their decisions and often act so as not to undermine
needed congressional support for their agency.

Interest groups also seek to exert influence through
their relations with personnel in the executive branch.
The Whlte Huusa llke the Longress has San\:tmns
tremely pnwerful weapon avalldble to the Preﬂdent
Cabinet officer

3 and Whlte Huuse DfﬁEldlS 1s pubhg

tmﬁ thrt.- Admlnlstmtinn can recummend IEnglathL

. changes (to which (_Dngress will almost bé forced to

give serious consideration) in statutes governing tegu-
latory agencies. The President also influences the
budget of an agency; and he appoints and reappoints
regulatory commissioners. Commissioners fn:quently
find it extremely difficult to withstand expressions of
presidential lack of confidence in their work. Given
this arsenal of weapons, it is not surprising that
lobbyists for regulated groups often seek to convince
Administration leaders of the correctness of their
\!IEWS

lst wnth their regulamrs Fm‘mal progedures require
that regulated groups be given an opportunity to pre-
sent their ¢ase and provide information. In addition, the
nature of regulatory work requires some informal
contact and sharing of information between the regu-
lated groups and the persunnel of regulatory agencies.
As persons engaged in regulation quickly come to
realize, all their decisions have political ramifications
in.terms of how regulated groups, interested segments
of the public, Congress and the Administration will
react. This frequc:ntly comes to be a consideration in
ecision-making. Working as they do in a
highly politicized ;f_nwmnment, regulators are fre-

25" ' -
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troversy and sharp attacks from the regulated sector of

only if out5|de support is avai ,able f‘or,mstam,e from
thg PFES!dEﬂ[ congressmnal commlttees the general
recial strength
to mtérest gr‘oups is that lhmr mlerag;t in regulatory
policy never waivers. Presidents, WhlIE House aides,
Cabinet officers, Congrgssmen, Senators, and private
citizens have many other interests thit Lompéte for
“their attentjion and therefore their interest in regulatory
pﬂlli:y is infrequent and sporadic. Most regulatory
commissioners therefore hdve {ncéntives to pay atten-

tion to the views of the groups which they are regulat- -

ing.

The Cycle of Regulation
Some students of the regulatory meess believe that
there 'is* a cycle through” which r : cies

pass. Marver H. Bernstein has d:sunb:d the HL’ c'y(lL
as follows:1? . o

Phase Gestation. A lengthy period 1s fre-
quently required to generate the public attention. to
mobilize the political suppert for enuctment.
phase may tak¢ as long as 20 years (e.g.. antitrust
législation) and it frequmtly occurs following or during
a scandal or crisis.

Phase 2: Youth.
careers as aggressive regulators with -a crusading
Their activities often stir considerable con-

the-cconomy. .

Phase 3: Muaturitv.  As public interest in the regu-
lati diminishes. the agency loses some of its crusad-
ing spirit and adjusts to the conflicts among the parties
involved. The agency becomes more concerned about
protecting its own system uand the status quo. It
becomes less a regulator and more of a4 manager of the
industry it regulates. For example, it is ggnudiu
rt:u);ﬂmﬂ:d Ih.;lt as thg unglnﬂl suppmt nl Lumus Lmd

smn dlminis’h'd th ICL hLLa:lITIL nn mu;ml pint uf thL

[hd[ mdustry; :
Phase 4: Old Age. At this point, tﬁc commission
-continues to work within the terms of an implicit
up;ml}n&, arrangement with the regulated industry. Tty
routines tend o be fixed and it is status-quo oriented.

Critics of the regulatory process contend that many
regulatory agencies are now at the stage of cither
maturity or old age and thattheir policies and proce-
dures are not appropriate for modern-day problems.

" Others assert that many of the agencies®™mpose un-
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Agencies noimally begin their

=

JHave the, Regulators Been

%

“Captured' by the
R(’glllﬂh’d or Vice Vérsa? - T

Mdny observers, such as thas® espousing’ lhe life:
;ycle theory noted above, as well as conservative

economists and, radical h!stunans bélléVE that regu- -
lated industries tend to '‘capture’
This occurs, it is argued, becausg public mterest tends *
o w after the first wave of enthi

res to gain influence

over [ht; regulamry dgtﬁC}’ T 1€ success of re‘gulated

re;?ul;uura. it is lelmEd stems not unly from a lai:k of

continuing pliblic concern, but from the exposed pbsn-
tion of indépendent regulatory agencies. ThEhE agen-
cies are.not a part of the Executive Branch: and hence
tannof expect presidential pmlmtm’ﬂ and support if
their rulings anger a régulated industry. Nor can-they
necessarily expect Congress to pay much attention to”
their day-to-day regulatory rulings or support them in
controversies with a legislator’s constituents. Lacking
strong presidential or congressional support, the agen-
cies often:find it necessary to come to terms with the
industry they regulate.

,,,,, “('czgmrg—zf'

When governmental policy confers LDHLEHU;I[Ed
henefits on a small, Dlgdl‘ll?_‘%d segment of society
Lmd 1rnpum,s W|d¢ly dl\lr]hLlCd costs on a large
Li‘lp‘

s encour: 1;;41 '’

ture’

The Civil Acronauatics Board is perhaps the best &

gmmrilt, of the “capture™ theory. The CAB has not
allowed the thlrt:rm;g of a nem trunk airline since the
agency was created in 1938, Airline and industry. union

" satisfaction with the srarus guo was demonstrated by

their intense opposition to Ford Administration de-
regulation proposals. The Ford plan would have let new
and supplemental airlines compete with ‘trunklines,

and would have permitted trupklines to compete more ™~

fully among themselves by xpimdlnb the routes
trunklines could fly without gaining priar CAB ap-
proval. It should, however, be pointed out that in
serving the “industry it 'regulates, the CAB has been
carrying out.its legislative mandate. After all, it was
created at the request of the industry,

T‘hg Irnuhlz= with IhL "L;nptun;” thmry ufregulati‘un

not upply h)r mepl; it is unllkdy m occur undu
the tollowing conditions:

Conditions swehich make “capture’’ less likely.

When i regulatory agency was created out of
conflicts’ between two organized sectors (concen-’
trated benefits and costs) and as the contending

"Wikson. U The Politics of Regukition.” op, cir., p. 158,

their regulators,

: iasm for a new =
regulation. But the interest of the regulated industries.
in regulatory policy is always intense and they there-.

fore constantly use political pre

%
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<the thumb of the natural gas produce
_ - quite-recently_has_been dictating _prices substantially
. below what the producers have been demanding and’

- déregulation. Nor do television

a3
.

forces to ‘inflaence the agency, ‘“capture’’ is less .

likely to -occur. Favoritism is likely to develop,,

-but the balance of power is unstable, e.g., labor
and management efforts to inflaence the NLRB.'?

¥

gﬁéminentfgxamplesof *‘noncapture’* can ‘even be .

benefits. The Federal Power Commission is not under
rs. The FPC until

found in conditions of concentrated costs and diffused

d b
A @

A

tent policy preference. -

It may well be that regixlator’y agencies are not s0
- much'industry-oriented or consumer-oriented as they

are *‘regulation-oriented.”” **They are in the regulation

_business, and regulate they will, with or wifthou!l a

rationale. If agencies have been ‘captured’ by any-
body, it is probably by their staffs who have mastered

decisions of the FRC, for ¢éxample, reveal no consis-

the arcane details of rate setting and license grant- -

_ing.""'¢ There is, for example, no evidence that the

has probably been instrumental in discouraging do-

mestic production. The ICC does not today favor the -
railroads, and as a result thefrailroads have advocated

Eregl stations that have lost
their licenses, or networks that have been forced to
reduce their prime viewing time consider themselves in

" control of the FCC. Indeed, there appears to be

substantial evidence to support Irving Kristol's obser-

" vation: o .

ERI

Aruitoxt provided by Eic:

- ident,

*

‘I have yet to meet an executive in a regulated
industry . . . who had the impression that those

regulators in Washington were really on his side.!;' -

James Q. Wilson has suggested that the actual

process of regulation operates roughly as follows:
. .. An agéncy is established. sometimes with
industry su;iport and sometimes over industry
objections. and ‘then gradually creates a regula-
tory climate -of its own: Certain firms will be
* helped . by some of the -specifig regulatory de-
cisions making up this climate, others will be hurt.
But the industry as a whole will adjust to the
climate and decide that the costs of shifting from
the known hazards of regulation to the unknown
ones of competition *are too great: it thus will
come to defend the system.!” :
._Thé?_sponse of the transportation industry to Pres-
ord's proposals to introduce more competition
into that economic sector seemed to confirm Wilson’s
vonclusion. As noted above, the airlines and their

. unions are fighting deregulation. Similarly, the truck:
~ers and Teamsters are adamantly:against permitting

free entry into the trucking business andwallowing
greater freedom to raise and lower truckers’ rates.
While the industry comes to accept and defend the
certainties ¥hat regulation provides, Wilson believes
that ‘the ‘‘agencies themselves . . . become preoc-
cupied with the details of regulation and the minuti
of cases . . . trying by the slow manipulation of details

to achieve various particular effects that happen to
commend themselves from time to time to various

agency members.’"!* Detailed studies of regulatory

=Ihud.. :

Urving Kristol, **Some Doubts About ‘De-Regulation™.” The Wall
Street Joiirnal (October 20, 1975). '

14Wilson, " The Dead Hand of Regulation. op. ¢it.. p. 47.

“Ibid.. pp. 4748, )

=]

Antitrust Division of the Department of Justice has™ ——

operated under any clear or consistent theory, " As far

as anyone can tell, the Antitrust lawyers are guided

chiefly by their trained'habits to find a case, that with.

available evidence and under prevailing court opinions
can be made to stick. Any case.”'7 | C
Whether the pattern of regulation be one of *'cap-

ture’" by the regulated, regulator control- over the

industry, or staff “*capture’’ of agency, the regulatory

-agencies are probably doing approximately what Con
gress and its committees intended them to do (e.g..

Congress did not intend that competition should gov-
ern transportation and the ICC has seen that it has not:
Congress wanted conflict between Wall Street and the
SEC and there has been ample and continuing con-
flict), Some regulatory agencies take their cues from

the Congress (e.g., the NLRB regularly hears from

Congressmen about matters pending before it, and the
FCC has checked with key Senators before embarking
on a change of policy).'® N

The process of regulation is therefore an incredibly
complex process which reflects patterns of industry
control, agency dominance. and congressional inter-
vention. :
Evaluation of Regulatory Policy ~

. There is_no simple economic rule of thumb which
will enuble one with certainty to decide which types of
regulation are desirable and which are not. Much
depends on how the tegulation is carfied out, which in
turn is influenced by the political environment of the
regulating agency. Each case of regulation should be
examined, therefore, individually in terms of the

economic costs and benefits involved. In making an

analysis of the economic costs, and benefits of regula-

tion, it should be kept in mind that:

1. Ina market ecoftomy, the burden of proof should
favor compegition. It should not be reduced or
_climinated without a convincing showing that the
“benefits would outweigh the costs. ’

Once a regulatory policy has been established. it
has a tendency to become rigid and continue over

It

time. even after the original economic effects
-have changed significantly. - o

3. Regulatory bureaucracies tend to take on a life of
their own and to have-an interest in perpetuating
the regulatory agency. :

S igbid.. p. 48, S

Vihid.
"Wibid.. pp. 48-49.

t
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4, Those adversely affected by a change in regula-

tory pnhcy (enther deregulatlon or mcraased regu-

. have strong mcentlves fo resist change and are ,

" usually well organized polltlcally
5. Consumers who would gain from a change in
regulatory policy (either deregulation or in-

. creased regulation) tend to be numerous with a.

small potential gain per person. They are seldom
- well organized and are thus less effectwe politi-

**Government Intervention,” (Special-Issue) Business
Week, Issue No. 2477 (April 4, 1977). pp. 42-56."
Matthew Holden, JIr., Ed POli(;y antént and the
Regulatory Process,’
tist (September-October 1975) (a Spemal issue de-_

voted to repulatory policies).,

" E.G. Krasnow and Larence D. Longley, lee Politics

- of Broadcast chulmmn New. Ygrk St. Martins
Press,-1973.
Irving Krlstol ‘Some Doubts About *Deregulation”;’

cally.
6. Thfregulatory process involves significant costs
in terms of government personnel as well as in
_the protection of manufacturing and marketing
inefficiencies.
-7. The pattern of industry- reguldtory agency rela-
tions varies sngmﬁcantly from indusfry to indus-

try, with some exhibltmg a pattern of industry .

“‘capture,”” and other agency control. Political
intervention fmm the Congress is also frequent.

Y

. The above considerations®%ill assist one in analyzing -

specific regulatory policies. Ultimately, however, the
analyst must make a perfonal value judgmient about
what types of rﬁgulati& are desirable and whether or
not the benefits of regulation outweigh the costs.

A Selected Bibliography for Teachers

Marver H. Bernstein, Regulating Bugiugss by Inde-

pfndsnt Commission. Princeton, NJ Princeton
University Press, 1955.
W. L. Cary. Politics and Regulatory Agfnum

v glewood Clij?,. N.J.: Prentice-Hall. 1967.

En-

James Q. Wilson,

The Wall Street Journal, October 20,1975,

Paul W. MacAvoy, Ed., The Crisis af Regulatarv
Commissions, New’ York Norton 1970.

Burt Schorr and Albert R. Kass, **Resisting Reform:
Road to Deregulation is Full of Turnahout Ford's .
Aides Discover.,”” The Wall Street Journal,
November F1, 1975,

David B. Truman, The Gavernmental Process. New

York: Alfred A. Knopf, 1962, pp. 416-421.

Murray L. Weidenbaum, Government- Mandated

Price Increases. Washington, D.C.: Ame:ri(;dn En—
tarprlse lnstltute 1975 b
Tuuard Bu.suwss .5th edmnn Hurm:wnud Ill
win, 1975,
James Q. Wilson. “*The. DEdd Hand of - Reguldnon
 Publie Interest, No. 25 (Fall 1971). pp. 135-168.
**The Politics of Régul:mon in
James W. McKie, Ed., Social Accountability and -
the Business Pr{dumnent Washington. D.C.:
Brookings, 1974, pp. 135-168. . .
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_Rationale and O.bje'lctiygg’ L v

?

. ', - ' . George G. Watson Jr. *

o
.

Rationale . : o _
_Throughout the history of the United. States, as
political leaders and citizens have sought to adapt its

institutions to changing economic conditions,. they

"have had to resolve conflicts among those who have

argued for thg sanctity of private enterprise and those

" who have c3#¥hded that there was a public interest

that ought to be served. In addition to determining
what kind of economic problems should be dealt with
by government, they havé had to decide what  role
government should play when'it acted. Today local,

" state and national governmental agencies. engage in .

_ economic planning, operate businesses, regulate busi-

nesses, and provide incentives to action by businesses.
Students and their families have direct contact with the
government as it performs such functions. :
" Zoning ordinances, public schools, minimum wage
laws, depletion allowances, and tariffs are examples of
issues often in the news. Less familiar are-the day-to-
day activities of the Food and Drug Administration,
the Federal Trade Commission, the Federal Com-
munications Commission, the Federal Power Commis-
sion and the Civil Aeronautics Board. Yet the actions
of these -agencies affect.the availabiljty and prices of
goods and setvices offered for sale in the marketplace,
mandate or prohibit practices on the part of businesses
in the name of promoting competition or protecting the
public health and safety, and determine allowable
profit levels in certain industries. =~

* Increasingly the methods of regulation, the effects of
regulation, and the need for regulation are being ques-
tioned by businessmen, economists, political scientists
and public officials. It is of crucial importance that
citizens understand the philosophical and practical

- issues involved whenever a proposal is made that

z

i

E

the role that government should play in the economy
are among the more complex and more controversial
problems with which our society must cope. John F.

_Bibby and Leon Schur have explored the problem of
government regulation from the joint perspective of -

the disciplines of political science and economics. The
learning activities which follow are designed to involve

" students actively in the specifics of the issues that

would substitute government regulation or control for =

private enterprise decision-making. Questions about

were identified. 2

" Individuals participate in the economy as consum-

ers, producers and citizen-voters. Secondary school

students will ordinarily have had more experience in .

the first two roles thanin the third. The avowed goal of

citizenship education is informed participation in the -

political processes. Since much of the material avail-
able about government regulation is produced in behalf

of or in opposition to particular programs, students

need experience in analyzing the costs and benefits of
alternative methods of achieving the same social goals.

One of the corisequences of analyzing publicii$sués. :-5

in the classroom is controversy. Even when the facts
of the'situation are not in dispute, students will-bring
the values of their own frames of reference to bear
upon the proposals being considered. If students are

taught how to intervene in order toinfluence- the

regulatory process, they may choose to use their

" knowledge. Letters to public officials, testimony at
public hearings, lobbying, picketing and demonstra- -

tions can result. There are nimerous risks involved:

“The learning activities of this- unit’ encourage stu-

dents to act on their convictions because the risks of -
“student apathy preparing for a lifetime of citizen
‘apathy have been judged greater than the risks of ~

stirring up controversy. Contraversiai@ssues are not
only ar appropriatébut an essential>part of social
studies instruction. S0 long as teachers are careful not
to impose their own values and/or specific positions on

29,
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‘issues upcn thexr,studems, to select issues that can be a. state the issues as perceived by ' Nos. 3,6,7,
adequately studied within the time available, and to various groups involved.. . ’ Si 10
provide access to the full range of positions on the * b y

. d o
issues, it is reascmable m antlmpate satisfactory re-  describe the costs and, benefits

~ of alternative courses of action Nos. I, 2, 3

sults. L for dealiig with the problem. . 8,10
j ) o _ ¢. based on consideration of rele-
'Dbjectivejs SR Aéfivity vant economic and political in-

YL formation, evaluate proposed
plementing legislation and/or alternative

3 : Objective

e : actmrls-advm:ated-by_ﬁvafmusﬁNos._ 3.7,
1

1. leen a pmblem situation involv- ' interest groups. - ' 8

- ing governmental regulatory ac:tlon, ; d;.formulae thenr own persfmal
: students will; o

a. identify the problemh that prompt- Nos. 1,2, 6, ~ for resolvmg the prablem Nos. 3,8, 10
N v Ed} the govemmental action. - 8,9,10 ) 7 B o
T b. describe the costs and benefits ' = 3. Given a situation describing at-

tempts by individual citizens to in-
_fluence governmerital actmn stu-
dents will:

involved before and after gov- Nos. 2,6, 8,

ernmental action. , 10
‘c. identify the regulatory agencies '

that have power and/or author- Nos. 5, 8 9,

ity for dealing with the problem. » 10

a. describe the problems con-
fronted by individuals who wish-

¢ . patlie W o ' " to exert influence on policy de-~ o
2. Given a problem situation involv- _ cision-makers. S Nos. 4,9, 10
ing the question of whether gov- - b. suggest alternative actions avail-
ernmental regulation is needed. ’ - able to citizens for influerncing : _
students will: - - . ~ policy decisions. Nos. 2,4,10°
' d Lo # .

=

For ease in duplicating the gla%qaom handouts, all student materials aré fnund at
the back of this volume.

=
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" Time Required:
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Rationale:

Concepts:

Instruetional
Objectives:
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Instructional Activities

e W)
Pl’epﬂ!’ 7iejﬂr by #

George G. Watson, Jr. .

* . Instructional Activity No. 1

Mapleville’s Dilemma

Senior High School Economics or Problems of Democracy
courses. '

Two-three 45-minute class periods. - - -

Multiple copies (one for each stilclent) of Student Read-

ing ND; 1. .

Students should be aware of the potential economic con-
sequences of local government action or inaction. Although
thE case is one mvolvmg ggvsrnmfznt self- regulatlorl thﬂre
v1lle sJunsdlctlon The dnlemma 5|tuation is t‘EaliSth in th.;it
décision-makers are often confronted with conflicting * ‘ex-

‘pert testlmony

Ratmnal dEClthl‘l m'a,kmg, negatnva éxtemalntlés (thlrd party

1ty pow¢r pubhc p(!ll:y, mstltutmns partii’:lpatlon

Given the case study, ““Mapleville’s Dilemma,”” a SEI’IES of
discussion questions, and L.lassroorn discussion acﬁ!&itnes,
students will:

1. identify the problems which prompted th& propo ed gov-

ernmental action in thE: ca&e __ J,’?;" )
2. describe the-costs and benefits of gnvemmental action or

lack of action. .

3. reach a position ‘on the proposed Isglslatlon basad on a
consideration of relevant political and econamn: infor-
mation. f




,.3- - : T o " 'déﬁefal Notes to the 'Tem:hér o

This case may be used to demohstrate both the. snrmlantxes and dlﬁ‘erencﬁzs.-
between economics; a social science, and the natural szlem:es Ecoriomics utilizes: #
2 the scientific method of problem- solvmg and relies on hodels to simplify complex
phenﬂmgna in order to analyze them Unhke the natural sc:mntlst however, the

¥

Y i . _
and :apltal rgsnurces and the.real costs of such decnsnons are the altematlve uses
not selected. Thls case is an example of a situation in which all costs are not.
reflected in the price of the service provided. Corrosion, dead trees and contami- -
nated water supplies are examples of third-party costs. Any attempt at cost-
benefit analysis should include estimates of these costs. |
o "The case also should stimulate a discussion of the importance of social overhead
S ‘capital. If a decision i$§ made not to salt, will third-party costs be incurred by
businesses that use Mapleville’s roads. when transporting their products‘? Have
. they ‘been recipients of third-party benéfits’in the past? - ,
.~ Because there are issues raised’by the case which cannot be dECldEd based upon
the data provided, students should. be encouraged to use economic models and
‘concepts to formulate analytncaf‘qugstlons for further lﬂVEStlgatlDﬂ It may ‘also
be suitable as a value-clarification exercise. John Winslow's ;;lgmsmn will not hef
automatic once the ecéonomic analysis has been made. Even after the probable
consequences of the available courses of action are known, value judgments must
be made. If several of one's values are in conflict, they must be ordered and/or
compmmlsed John must finally -vote fof or against the ban on salting.

Teaching Strategy ' ‘ o , Pupil Activity
I. Distribute Student Rﬂadmg No. 1 (case study with Read the case study and take an lmtlal posntlon
discussion questions). Ask students to read the '

o B : ° o

case.study and to take a position on discussion,
_question No. 5. (Discussion questions aré provided
at the end of the student reading.)

E

2. Poll the class as to then‘ positions, allowmg for an .
undecided category. . P

3. Organize the class intp small groups (3 to 5 students
each). As far as possible, each group should have a
balance of **pro”’ and “*con’’ poesitions. Assign each e

group the following jasks: N

a. Discuss and record answers to discussion ques- Complete small group tasks.
tions 1 through 4. .

~b. Identify the issues over which members of the Report results of small group deliberations and com-
group are divided. ( pile a master list of answers, issues and proposed

: " actions.

¢. Suggest other actions open to John Winslow be-
‘yond a ‘‘yes” or ‘no” vote on the proposed
" article.

4, Total class discussion: _

a. Pose the following question ‘for discussion:” Assess alternative actions propos&d in StEp 3in terms

"*What is John Winslow most likely to"do?" of costs and benefits. ‘

b Poll the class. (DISCUSSIDH of the results of the Identify the action that the student thinks John Wins—

#
5
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fact.and to”separate them from questions of lying this choice.
i€ O rence and individual value prefer- ' : :
: R . - / . To.

]

a. Assign the following: Based .on our discussions_* - Complete written assiglimentg ,

of the Maplevjile’s Dilemma case, write a stafe- . , -
ment to be made by John Winslow to a group )
of constituents who oppose his stand on the

. éﬁﬁﬂdj;ng of both sides of the issue and how you
~ b. Suggested criteria for evaluating student papers:

(2). An estimate of costs and benefits of action

clasé ‘vote égﬂ:'bé uséd to hlgl?hght questions of - low: is most likely to take and state the¥eéasons under-

]

zalt > e I‘E—tﬂ—*shnw—yﬂur—undéfﬁ : — R — ’ —

weighed costs and benefits in reaching your po- . s
sition. (You are free to cast dither a/‘yes' or.a '/
“no”’ vote on the article.) - ‘

(1) Specific arguments from the case pro and’ ' , L e
con road salting. : , SR

vs. no action.. . »
(3) A consistent argument supporting the vote - .
‘cast by John Winslow. ) r

e -

Suggested Follow-up Activities

1. Ohe ‘way to approach this case is to prepare question No. 5 immediately after

"+ reading the case. The Mapleville Town Meeting shoulid then be held with a'few

students fAking roles as proponents or opponentsfof the ban on salting in order

! - to get the debate started. This«debate might take place in a City Council or

Board of Aldermen rather than in'a New England Towr Meeting. The setting

chosen was selected so that John Winslow would be an ordinary citizen rather

~ +than a public official who might be expected to be better informed on the
issues.. ’ T

b V ’ s . -
2. The Mapleville case has a number of real life parallels. Students may investi-
gaté these using the Reader’s Guide to Periodical Literature as a starting point.

3. Therfe is a Virginié based Salt Institute which publishes standards for salt use "

based on an average of four applications per storm per two-lape miles - of
highway. Check with your community’s superintendent of highways or public
works to obtain the recommg tdations and practice followed by his department.

4. Visit the local superintendént of highways or public works or invite him/her to
meet with your class to discuss local procedures of snow removal. You should
prepare a list of questions to be sent to the person before the meeting.

“'5. The state of Minnesota has banned the use of de-icing salts from its roads
except at major intersections and steeply graded inclines. The federal Envi-
ronmental Protection Agency is concerned about salt in drinking water. The

P ‘Federal Highway Administration takes the view that salt is necessary for
- ice-freg highways. You can write to each of these sougces for additional
‘information. Look, for contradictory stands by different agencies of the same

level of government. o .

" 6. Road salting is only one way local governmental agencies may be involved in
~ damaging the environment. Solid waste disposal, burning of fuel in public
buildings, and sewage may produce air and water pollution. Investigate the

ways your community handles these potential problems. Bring a camera and/or .

E

. * a tape recorder so that your findings can be shared with fejlléw students..

o

ad
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" : Student Readmé No: 1

Mapiewlle s Dllemma' A Case Study

-

inslow read the hea

¢

- Mapleville

¥ News, “MAPLEVILE TOWN MEETING TC) CGNSIDER BAN ON SALT
' .USE.” He eased into his favorite chair and carefully read the account of the = .
proposed bag on the use of salt for highway snow removal. Considering the strong . - -
" .feelings which this issue had aroused in the.community, the article-was a
surprisingly Lmémotmnal re;uunnng ‘of the events whlch had led to.the present ’

controversy.
‘John thought back to. the first letter to the edltﬂ? blammg hlghWay salting fﬂl’ the_'

" “killing of many of the maple trees which had given the town its name. Each-week

thereafter road salting was attacked in letters from people who claimed that it had
caused damage to their cars, grass and shrubs, anate concrete walks and
dmreways and town-owned storm drains.

Then it was discovered that salt stored near the Department of P‘ublm Works

. garage was filtering into the town’s wells and contaminating its water supply. John
recalled that the letters which followed that disclosure bordered on the hysterial.
Stories about elderly people on low-salt diets being pmsoned by water and rumors

that the public water supply was about to be declared unfit for human consump-
tion were widely circulated: Several neighbors had called John in near panic to+
urge that he support a campaign to ban the use of salt on the roads:

. As the town meeting approached, an all-out effort ‘was mounted to end highway
saltiig. A 26-page booklet documenting the case against salt was ‘published,
complete with a substantial bibliography of additional sources of information. The

" local Audubon’ Society announced that it favored the ban against salt,

In response the National Salt Institute circulated scientific studies among

.influential Mapleville citizens which seemed to demonstrate the efficiency and
. economy of salt while they snmultaneously discredited the arguments of those who
opposed the use of salt

< .
3

1. The contammanon of Mapleville's water supply had been caused by im-
proper storage of the town’s salt supply, not by highway salting. ™
2. The maple trees were dying because of a combination of factors such as hlgh
-air flow, sunlight, compacted earth and pavement over root zones, and
gasoline and diesel emissions. :
3. Newer automobiles have better antlcorrosnve coatings which shoilld di-
minish the problem of damag& to automobiles from salt

4. People on low-salt diets should be drinking distilled water, The level of salt in

the water supply has always been farbelow thg maximum allowable level.

A National Salt Instltute spokesperson msnsted that ‘The most important
cansnderatlon, moreover, is human safety. Since the other dgﬂt:}ng ents are more

. expenswe than salt and as dangerous to the environment if impropérly stored and .

since salt is both less expensive and more efficient in keeping pavemeént clear than
abrasives such as sand and cinders, salting must be the preferred method.”’
Mapleville’s own Superintendent of Public Works was quoted as saying, ‘*There’s
no substitute for salt. Sand won't do the job with falling snow, but salt !aid on the
road befbra the snows begm w111 c:ontmue tD keep the pavemant clear

Natlorlal Safety Coum:ll data whlch lndlCEtEd that only 2.4 percent of all fatal and
5 percent of nonfatal accidents occurred during snow and ice conditions while 81.6

‘percent of all fatal and 75.6 pércent of all nonfatal accndents occurred on dry

salted roads and since salt spray on windshields reduces drlvers VlSlOﬂ de n‘:mg
salt may actually lead to an increase in hlghway acmdems o

s 3
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Preliminary figures from towns that had already instituted a program of plowing

and sanding (including removal of accumulated sand in the spring) showed

~ signifjcant cost reductions rather than the increases predicted. Whether Ma-
- pleville would experience similar savings was an important unanswered question.

John put down his paper still undecided.-He knew he disliked driving on ice and
snow and had accepted the corrosive results of salt working on his automobile as a
necessary evil. The debate had- made him question whether it was safety or
convenience fhat salt provided. Did he simply want to be able to drive faster? . . .
Were the environmental consequences as serious as the antisalt people claimed?

... He surely wouldn’t want to lose the maple trees on his street. . . . but,if the

“mind? - ¢ .

““town banned salt and a.school bus were involved-in a serious accident. . . . -
Tomorrow he had to vote at town meeting. . . . How would he ever make up his

" Discussion Qiiesti;:ms o i :

1. Economics and Political Science are social sciences which means thaythey use
itist first
izes and defines a probler - values
involved. He/she determines what alternativesare available and assesSes the
probable consequences of selegting each of them. Finally a choice is made

~ from among the alternatives. : - -

a scientific’method of problem-solving. Theoretically, the social, sci
recognizes and defines a problem, identifying the conflicting goals

~ In reality the spgiél scientist may reach the point of decision-making in as.
unsystematic a fashion as John Winslow. Sometimes it is helpful to reorganize
the available information according to a model. Suppose for the moment that

Johin had been triined as a social scientist. How would he have described -

Mapleville's problem? What alternatives -might the town meeting consider?

2. When trying to determine the probable consequences of ‘each alternative
- coyfide of action available to the citizens of Mapleville, the economist would
probably engage in a cost-benefit analysis. What are the costs of road salting?
Of the other choices? How might a dollar value be assigned to the benefits
received from each alternative? ’ i .

3. Economists measure the real cost of any good or service in terms of the ’

alternative uses of scarce resourcés (natural, human and capital) foregone.
Occasionally costs are incurred by people -other than the producers _and
consumers of a particular good or service. Are there any of these third-party

costs in the Mapleville case? If so, how might they be measured? How would

their presence affect your answer to question No. 27

4. John Winslow"is confused by the claims of both the supporters and the
_opponents of the ban on road salting. A number of these claims involve
technical questions which scientists might help to answer. Suppose Mapleville
were to hire a team of scientific consultants. What questions should they be
~asked to investigate? @

?i . ' .

5. If you were John Winslow and had only the-information provided in the case
available to you, how would you vote on the proposed ban on highway salting?
Why would you take that position? ' = : ,

. — P
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Instruct mnai Actmty No. 2 R N

Steeltuwn s Cﬂsus . O R

5 -

, Se;ii'br High School Economics or Problems of Democracy

. ' Time Required: " -Tw0e‘threexclsssr§om periods.

MatenaEReqmred Muluple coples (one for éat:h student) of Studﬂnt Resdmg
) < - . No. 2. , .

Ratiumle, , A major purpose of this activity is to introduce students to

b the complexity of governmfent regulatlon—espemallg regu- e
. . lations used as a remedy for market transactions that pro- =
duce health hazards and/or ungcceptable costs to third par-

ties. This case is deliberately written from the point of view

of a.business executive to mitigate the difficuities involved

ina dif‘fused benefits, concentrated-costs situation.

~ Concepts: ’ Cost- hgnef" t analysis, negative extemalltles (third party
» ’ : costs), authority, power, public policy, institutions, partici- o
‘pation. . e : o

Instructional Given the case study, "Steel{éwn‘sCrisis;“"a series of dis-
Objectives: - cussion questions, and classroom discussion activities, stu-
o dents will: : %
1. identify the problem which prompted governmental ac- .
tion in the case: . . i ’
describe the costs and benefits involved before and after.
governmantal;;xon

. . _ 3. formulate a plan of action for the manager ofthe Amﬁr-
- : ican Steel Corporation plant in Steeltown.

u
]

- — . 4. recognize the potential éonaict involved if actions de- - -
L signed to reduce health hazards and/or costs to third par-
e ‘ : ties result in reduced employment, higher prices and less
: : competition in an industry.

General Notes to the Teacher

= . -

. as so Llal u:nsts or spnllnv;rs, and altemdtlve ways of meetmg suchTosts ‘The .- o
selection of a problem with an ebvious technological solution was made deliber- '
ately in order to emphasize the nature of the economic decisions. -

Students should make use of economic models and concepts to support their
hypotheses as to why Steeltown's companies had not installed antipollution

) dEViCéS vgluntarily What would happﬁn if some ﬁrms cut baﬁ;k on their Emisaians

_the air pollutlon suppgrt the Lompames whu were FESlStlng the mstallatlon of new
* antipollution equipment? Why couldn’t the steel companies get together to
formulaté a plan for reducing emissions
The suggested follow-up activities mclude the consideration of alternatives to
direct action by the Environmental Protection Agency and the courts in times of
crisis. More complex situations involving research and development costs before

ic w3

Aruitoxt provided by Eic:



'emlssmns can be reduced may also.be: consdered S

“Finally, students ought to realize that some or all of the increased c:c:sts “of
_producing steel will'be passed on to consumers in the fqrm of higher prices for _ -
. - products that are made of steel If the Pirice of steel rises, it is likely that users of

: steel will subsmute less expenswe mstenals wherever possible.
, J

L)

o, Tenching Strstegy ! ‘ ~ Pupil Actiﬂty
i Ask-each—student—to-read— th&case—study -and-to _Readgase_stuffy and- c:nmplg_llst_\nf_altematwss
make a list of Robert Chamberla‘n s altematlves ' '

-

2 Drgamze the class into small groups 3toh studgnts - Discuss case study in small groups and complete as-
per gmup) Asgigh each group the following tasks: signed group tasks. -

" a. Make a combingd list of alternatives from the
' lists made up by the group members, - .

b. Dlscuss and list the costs and benefits of each al-
ternative (indicate who will benefit and who will
.pay in each case).

c. Rank alternatives in order of desirability from L
" Robert Chamberlain’s point of view.

[=B

. Rank alternatives in order of desirability from
~ your own perspectives. Reach a consensu&a if at
all possible.

3 From mformatlon provided in group reports, have Et:port results of small group dEllbefatlons to éntire
- - the students compile a master list of alternative class and participate in compllatmn of master list.
costs and benefits. & v

4+, Total class discussion: Participate in class 'discussion:

; a. Question for discussion: o s , - o g " 7 —
“What is Robert Chamberlain most likely ta
do?”

b. Based on student r’esponses. select additional : , - : —
questions for discussion from the list provided ‘ o : ‘
on pages 29-30. . . , . : s

/

5. Evaluation:

a. \Mntmg assng ment: _ CDmplEtE wrltten assngnmgnt ’ ’
Based on ow dlscussmn of the Steeltm@/n Crisis . &‘
case, evaluate this statement made by a Steel- . . : . _ - -
town mayoral candidate: “*This action by the _ K :
r - EPA is just one more example of how govern- :
' ment overregulation is. wrecking the free enter- , i
- prise system. In the name of protecting our en- -’ ° ' o j

v1ronmént they are about to destroy Steeltown's
economy.’ T : .

b. Suggested criteria for evaluating written assign- ( 9
ment: ‘ '

e (1) Mention OfthE problem Whli;h prompted the
EPA action.

. (2) Dlscussmn (pro or con) of the posntlon that a

3) SPEC—!ﬁC n:ferem;es to the costs and benefits
involved: befoye and after the EPA action.




g o ¥

'depend upon the master list :ornp le
the total clas§ discussion.) .

+ .- (4) Specific arguments for or- against. govern-- L S
- ment reguiagiqn in this case. . o . o K

g durmg

Suggested,F ulluw-up Achvitles

1. The Environmental Protection Agen;y has: ac:ted to closé dnwn plants under

T the Clean Air Act of 1970; It has also issued orders requiring polluters to cut
' emissions by specified percentages. Consult the Readers’ Guide to Periodical

Literature for Eddltlonal mformatlon

=F1rms could have eomplled with strict EPA emission standards. "The EPA has

) 7 issued 1975 standards for six major pollutants that will affect _]L;st about every
B - . . . major mdustry It has been clax?med that notonly will it be expensive to r:omply
but the riecessary technology for eliminating certam of the prohibited gases is

. not yet cnmmerclally available. What would yoii expect to happen if the

standards ‘are’ not met? Will the factones be closed down? Why or why m)t‘?

3. Air pollutlon is no respecter of state boundaries. Citizens of Vienna, West _

'Virginia, long complained about the to f-sylfur dioxide and fly ash dumped
upon their cﬂmmumty by Unign Cafbide Corporation’s ferroalloy plant across

T ordered the use of low-sulfur coal in Carbide’s power station; and new
equ:pment ‘to be installed to cut sulfur dioxide emiss;ons by 70 percent.

Carbide claimed that apprommately 625fworkers jobs out of a tmal of 1500

the Ohio River in Marietta, Ohio. After many years of controversy, the EPA

' wouldﬁéve to be eliminated in’ order to meet other federal deadlines. Ralph

Nader charged that Carbide was engaged in **environmental blackmail’" and

Shutdawns due to environmental n:gulathn may be needed

The cost of using resourges in one way rather than g;aather is what is sacnfcgd
i.e., the alternative goods and services that could" fiave been produced with
those resources. Opportunity Cost is the economic concept used in dlscussmg

_ sgch sltuanons What was. the opportunity cost of reducing Carbide's emis-
‘sions? Who should have borne this cost? If you had been-a eitizen of Vienna,
how would you have wanted the problem resolved? Mayor of Vienna? CEIbldE
plant manager“ Workgr in the Carbide plant? EPA administrator?

&

o I estlmated that controllmg sulfur oxide emissions alone u:)uld cost $2 5 bllhon

N " with most of it passed on in the form of higher electric bills.. -Since the
) technolagy for trapping the offending gases is not yet perfected power
companies must shift to low-sulfur fuels, primarily natural gas. To do so natural

- “iﬂ; o o e gas production must increase by 15 percent. At the same time utllmes are not
RS e regarded as good investments and may find it hard to raise the funds necgssary
‘E , te convert old plants, build new plants, and conduct needed resean:h

o — o reaewe loWer Fﬂtﬁﬁr’

| *
{ 4 RN t

g . '_ .o Queslmns fﬂ? Class Dlscussnm

Idc:ntif'y' thé various groups of citizens involved in St‘eeltown s crisis. How
might each of Robert Chamberlam s pDSS!b!E choices afﬁ:et each of these

N : groups? ) - .

M'w‘

suggested that legislation to protect workers from loss of jobs because of .

Who should pay the price for pollutlon -free power‘? Should large users connnue




.w' E

ivoluntary actlons sulve the problem” o - o . o Te
What factﬁrs woul ou cunsu:ler if you were analyzmg the contrlbutlon made _ i L
to Steeltown by its companies? o . -

. Are there th!l‘d -party costs incurred by people other than the producers and

consumers of the products made in Steeltown"? Who shauld pay these c:osts" L

ERI!

A ruiText Provided by ernic RIS

&

Hnuaruh;y bas;Lb&assea&ed’ e

. Why do you suppose Steeltown’s cc‘mpames had not mstallgd antlpollutlon
v devices?What would happen if some fi irms cut back on their ‘emissions and
others did not? . oo ; ‘
~ 7. Why might workers whose fEmlllES were suffering the ill effects of the air 7
pollution_support the cﬂmpamEs ‘that were remstmg the installation of new
antlpollutiﬂn equlpment" ’ . _
S ‘Why ‘couldn’t the” steel cumpamea gét together to for’mulate'a plan for SR e
N reducmg ermssmns" : A ’i : .o
9. What mlght happen tD the prlc:e of steel if antlpollutlon d&lces ‘are mstalled" % .
J10. How might Lhange% in steel prices aff‘é;t the DTICES of other goods, Suc:h as’ e
e athmeilés“ i 7 ap .
- & ,
At
) , e -_.?-‘ o . - ' )
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, 1mmednately, emissionis were dnwn by

: levels 65 times prmr to this crisis, and therg had: been a sen
- Federal, intervgt

. loss*of their jobs.

inversion settled in over the s:lty By uesday mémmg the pgllutlon count was B
dangerously high, and children and."peoplé with respiratory problems or heart
-disease were warned to stay inside aﬂd to ai.;md physical exertion. County health-

o officials sent telegrams to the clty s 23 companres askmg thst emissions be cut ‘off

ED pérc:ent on Wedngsday .

- At_that -point fedéral . officials 'from. the ‘Environmental- Protection . Agency
decu‘;led toact. Invokmg emergency -powers e.d by the Clean Air Act of
1970 the general counsel for E.P.A: seught and abtamed ‘a court order halting the
prc;wdhc:tlon of all 23 of Steeltown's plams "Wheéfi fhe t;ohipames started to-bank
their furnaces'on Thufsday, there was a sngmﬁr:arit 1mpro\/ ient-in’ the level of
ermssmns A saving pain broke the i v§r51on cand t mmedl;ate cnsus was over.

~ Steeltown had had- emergem:y smﬂtlons before .'Po utm' had: rgached danger
gituation in March
ion: by. ‘the E.P.A,; ‘however, | d mtmduged 4 new element. .
~Sompanies; consmer‘ed suits- against- the Jfederal government to’

“Seveéral of thi

.+ ' re€over damages" ‘incurred when production was halted.. Segsmve to the lay-off of ~
"+ "’5,000 workers and the loss of $400,000 in wages, labor | union officials prepared to

nggotlate ‘for contract:clauses p’mtectmg agamst wage lﬁsses ‘when plams were
shiut down during such erner,gencnas :

The worst part of the crisis was that it nezd neva ’have occun’ed The
technology for removing the tons of soot that each day poured out of Steeltown’s
stacks had been avanlab]e for many years. Some of the larger ‘companies now ,"
might take the, necessary steps to'modernize their operations over the next two to
three years."-Several|of rthe smaller firms would not be afl€™to absorb the
traditional..costs, how vﬁ; and some Steeltown workers would face permanant- »

. . 4. 47
Rnbert Chamberlain, recently appomted rﬁanager of the Arﬁencan Steel Corpo= '

ration plant in Steeltown, had been one of the first to. comply with the request of

b county héalth c;!fﬁclai :“Tiike othef- p.lant managers he had early acknawledgedw '

) -poilutu:m problems in Fteﬂjtown but-ha

‘been unable to contribute much to their ¢

solution. Ugg:,ll the pargnt gorporatiori gave the environment top priority he could -

10t Jusnfy arequest for'the
-Chamberlam believed tl

2 million thaf would be needed for pollutlon control.

t the E.P.A. action might work for the’ beneﬁt of the
ericAn Steel Corporatigfi: They could afford the additional expendltuﬁ:,s and
well recover their 'cc ts through the J3e of byproducts recoveréd. Futther-
he believed.it' wcmldﬁi be but a shgrr;time until American Steel would face
jon sults for Enwmnmental dam Es brought by outraged Steeltown
rlain also knew th’at ;here w
t not’ all stnckholders wuul

y executwes who dlsag}’eed w1th

SH_@,ULD ROBERT CHAME BERLAIN RECOMMEND A Ffz}MlLLION
EXPENDITURE FOR POLLUTION CONTROL' DEVIQE.S{ :

[




Instructional Acti\rity No. 3
- _a' Centef':gphﬁs Prabiem

4 5 =

i

:
5

.

I _ ‘ }j,?coursea

P

Time Required: Two-three clés’émom p'eriofi's DI . ’ .

Materials Required: Multiple coples (Dm: for ea;h student) of Studem Readmg
; . No. 3.
’ 7 L
Rationale: The major purposes éf' thxs a wlty are to introduce students

to the complexity of: govemmem regulation under our fed-
_eral system, to énzﬂurage objective analysis of questions
of fact, and to pmmote understandmg of the value com-
flicts involved in pélitical and economic problems. The case
. ':tudy used in theF’actNlty illustrates the effect of the sum
- . "> of many individual deciSions to drive cars into Center City.
"~ No one individual is respor;sxble for the problem that exists,
tand gnvemmental action seems, unavoidable’- A major diffi-
‘(;Lllty in this and similar situatipns:comes in defining the
nature of the problem and evaluating alternative solutions.

= : .

Concepts: Cnst-beneﬁt authority, power, pgrbllc palicy, institutions.
) Instructional Gw&n ‘the case study, *‘Center City's Problem,”” and a ser-
- Objectives: , tes of classroom discussion activities, students will:
1. identify the problem as perceived by the various groups
, affected by it. o
2. dEsLl‘ibé the' costs and benefits of alternative courses of ;
b ~ . action, for dealing with thg problem as seen by each
. o of the groups. ‘
S § .3. formulate their own p&)iﬁlﬂﬂh and evaluate an unfamlhar
o g pnsntlun statement.' " . S
- ; - . - - - \ - .
. Tem‘:hing Strategy © A Pupil Activity o ’
: . Ask each student to read '*Center Clty s Pmblem ﬁ'éadihe case study and describe the problem from the
- and to define briefly the problem as it might: be perspéctive of theﬂvarlous individuals and groups in-
. #Y perceived by George Graham, his employer, the vul\'cd Do e
EPA officials, Center City's public officials, citi- : v g
~zen® who live in the path of the proposed high- v
o ways, and Center City's traffic engineers. - . o T
B 1 3 . - i &

2.:0Organize class in small groups (3 to 5 students per
grglp) Assign the following tasks:

~"'a. Share the individual problem statements and
' agree upon a group description of the problem
* from &ach of the suggested perspectives.

3 Co 'lle a list gf’ altematives open to Center

ERI!

e

In small groups, discuss the case study and complcte
assigned tasks.

N

=
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¢. Discuss the costs and benefits of each -alterna-

tive as pérceived by each of the parties involved.

d. Rank the alternatives in order. of desirability

from each. of the perspectives. (t is suggested

that a matrix showing the rankings be used to
_organize the data.) 7

%

SAMPLE MATRIX

RANKINGS ——) ,,

Alter-
natives

Employer
EPA
officials

- George
Graham

Center
| City

| officials

Citizens

Traffic
engineer
Studemnt
group

9

=
e. Rank the alternatives from the student group's
perspective and add that. informatjon to the
matrix,

3. Total class discussion:
a. Set up a master matrix as each group reports

;the results of its deliberations, Ask for reasons

how the group arrived at its decisions.

s b. Discuss similarities and differences among the
groups. p

+“ 7 c. Question for discussion: What is Center City

likely to do? What will happen then?: '

d. Based on student responses select additional,
discussion questions from those provided on
page 36. e
4. Evaluation:

a. Assign the following essay gquestion:
ion of the Center City prob-
. lem case, evaluate this statement: “*There are
Lo " two problems that have to be solved—one is the
transportation problem and the other is the
pollution problem. The EPA is only concerned
about the pollution problem; the future of our

cities depends on solutions to both. It is clear -

_that no form of public transportation can match

- the flexibility of the passenger automobile. Re-
ducing parking only intensifies the transporta-
tion problem. The EPA should concentrate its
efforts on the development of a pollution-free
automobile.”

=,

O

e . , -

Aruitoxt provided by Eic:

*%  behind the ranking whenever it is unclear as to'|.

L)
T,

Report results of small group discussions.

Participate” in class discussion.

Complete written assignment.

12 g
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Aruitoxt provided by Eic:
-

s b. Suggestedtriieriafor evaluating student essays:

A student will have succéssfully completed this - o N T
activity if the required essay. cantams the fol— o ;o N

lowing:

(1) Recognition of the Dvermmphf":atlons ln the' L " ot

statement quoted. Co oL

(2) An awareness of the other" pmblems that

passenger, automobiles create in addmon to
pollution. :

(3) Discussion Df the costs and baneﬁts of the -
alternatives considered in the éssay. ' - i

el

Charged w1th ggw;rnmg the uty Assumc;: that your commumty facgd lhls

dltc:mdllve courses uf action open tu hlrn the prabahle costs and bensﬁts of

. problem, and prepare a position paper for the chief executive which outlines the

. A*Washington-based group of concerned environmentalists organized the
-Highway ‘Action Coalition. Environmental groups such as the Sierra Club.

Audubon Society, and Zero Population Growth have-joined forces to support
efforts to have money from the Highway Trust Fund allocated to mass-transit
systems. Consult the Readers' Guide to Periodic al themture and prepare a

report on the activities of this argamzatmn

. The excerpt and table below prf;sam Federal Emission Standards for passenger

cars and light trucks. While the automobile anpamas are making efforts to
comply with these standards,.the industry is trying also to delay their
implementation by convincing the Environmental Protection Agency that the
necessary technology is not available and that the industry has made the effort
to comply in good faith.

The first attack on air pallutiﬂn was mounted by the states as one by one+
they enacted laws governing their jurisdictions. The Congress followed with a
series of laws intended to provide a framework for cleaning up the air
throughout the nation in a concerted, comprehensive fashion. The most
important of these federal laws were the Clean Air Act of 1967 and the Clean
Air Act Amendments of 1970.

The 1967 act embodied the concept that air cleanup required a national
effort, but it specified that the states should retain primary authority and
respunslblllty for doing so. The 1970 amendments provided for development
dl’ld énfarc:mam of two kinds of standards for ambient air &H’ahtyﬂ

“primary "’ standards necessary to protect health and **secondary’” standards
desirable to protect welfare. including property and aesthetics. The amend-
ments’ stated goal was achievement of primary standards throughout the
nation between 1975 and 1977.

‘The amendments also set forth a two-part strategy for attaining this gual
Fll’bt the federal Environmental Protection Agency was to establish air
quality standards for six major classes of pollutants: particulates, sulfur
oxides (SO2), hydrocarbons (HC), carbon monoxide (CO), oxides of nitrogen
(NOy), and photochemical oxidants. EPA pmmulgdtad standards fm’ each
class in November 1971. '

“Although the Clean Air Amendments of 1970 established very specific

34 43 :



O

ERIC

PAruntext provided oy enic Il

with use. Mileage based on test-track drivi

goals for reducing major pollutants from automobiles, they allowed délays in

implementing certain standards. The act also authorized EPA t to use its.
regulatory authority to reduce congestion and auto dﬁ:p ndency in urban
areas. A number of efforts to use this authority have caused considerable
controversy in the intervening years.
Autoniobile Emission Controls Tht: 1970 dméndments requlrad 20
percent reduction below the 1970 model year levels in HC and CO emissions
" by the 1975 model year and a similar reduction in NOx below 1971 model year
levels by 1976. The act authorizes the Administrator of EPA to determine—
.under established criteria—whether to extend each deadline by 1 year. Such
an extension was made in -April 1973 for the 1975 standards, with interim
standards promulgated to replace the statlﬂory rEqmrements Table 1 com-
pares the original statutory standards wnth ungontrolled emissions and with
various changes and proposed changes. . +
In 1974 the Congress passed a series of amendments to the Cléan Air Act in
the form of the Energy Supply and Environmental Coordination Act. For
mobile sources this act extends the 1975 HC and CO interim standards
through 1976 and also gives tht Administrators of EPA authority to prescribe
interim standards for 1977 instead of following the htdtU[Ol’y standards. The
original statutﬂry standard fm’ 1975 will bﬂcomg effectlve in 1978 Thé law

standard fgr both 1977 and 1978 %.A

zi L

Table 1 - ;
Automobile Emission Standards
(In grams per mile) '

HC (6] NOx
Uncontrolled cars (pre-1968)! 8.7 87.0 3.5
1970-7] federal standards? 4.1~ 34.0
1972-74 federal standards® 30 28.0 i1
1975 and 1976* - K
Federal 49-state standards o L L3 15.0 3.1
California standards ' 0.9 9.0 2.0
1977 federal 50-state standards , 1.5 15.0 2.0
1978 statutory standards ' ’ 50.41 34 4

_ Administration bill (January 1975)
1977-81 30-state standards 0:9 9.0 3.1

Post-1981 50-staft standards * *) O]
EPA recommendation (March 1975)

1977-79 1.5 15.0 2.0

1980-81 ’ 09. 9.0 2.0

Post-1981 0.41 4 ©
Revised administration proposal (June 1975)

Through 1981 1.5 15.0 i

Post-1981 . *) - (%) *)

10n the basis of 1975 test procedures.

Imposed administratively by EPA.

Imposed by EPA as interim standards after suspension of statutory standards, except for
California’s HC and NO«x siandards, which were set by the state.

Imposed by Cnngrus in Public Law 93-319, except for California’s NOx standards, which )

were set by the
*Imposed by EPA as interim standards after suspension of statutory standards, except for
NO=x standards, which were imposed by the Congress (Puhlm Law 93-319).
& Administrative discretion.

e - o . T
SOURCE: The Sixth Annual Report of the Council on Environmental Quality, United States
Government Printing Office, 1975, pp. 44, 52-54,

{. Because mass- produced automobiles are not identical, there will be variations

among vehicles’ emission performance. Them: v&hn:les w1ll dlsﬂ dgténoratﬂ

on owner use over longer periods of time. lndustry testmg, thgrefure may or
may not-bg a sound basis for judging the potential performance of vehicles.

Ll
n
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in your household in such matters? Dogs your state mandatﬂ certain pracn:es?

The automobile industry has continued to explore-alternatives to, the conven-
tional piston engine at the same time it has been working to lower emissions to
meet Environmental Protection Agency requlreménts Wankel engines, turbine
Englne,s dﬂd battery pow&red elecmcal engmes are all bemg consndered SE]ECI

-a. Which auto cﬂrnpames are doing research on this product?

b. What are the potennal advantages which it has over the conventional plston
engme"" Potential dlsadvantaées*’

bs;omss prh;tlcal'? E.CDHOITIIE factors should be gonmder‘ed as well as
technical ones. _

d. Does this alternative deal only with the pollution problem or does it deal
also with the traffic control problem? How?

. Wiil thiq altefnativg hél}j to alleviéte or contribute to the energy crisis

Ll

f. Whja,t; would it cost to convert the automobile industry to this type of
engine? How long would it probably take?

Prepare a position paper in favor of or opposed to the following statement:

**Transportation planning should be directed towards automobile use because

the automobile is the most rational form of transportation presently available.™

Questions for Class Discussion

'

. Under what circumstances might George Graham seek-an alternative form of

transportation? Why?

What is the nature of Center City's problem? Is there more than one problem
involved? Explain.

Assume that Center City's automobile commuters will continue to drive to
-work, how might the morning traffic jam be alleviated? Include both voluntary
and compulsory programs.

What wauld be the costs of each of the possible programs you have identified?
State these costs in terms of alternative uses of resources given up to achieve
the programs rather than in dollars and cents.

. To what degree is Center City's problem subject to technological solutions?

Who has the necessary sKills to develop such solutions?

H

. Suppose state officials decided to go ahead with construction of the proposed

limited-access highways. Would they solve Center Cnty commuter traffic
problem? Why or-why not?

What would be the real costs in terms of resources and the social costs in terms
of effects on local residents of building the limited-access highways? Are the
opponents obstructionists as George Graham believes?
The air pollution problem caused by auto emissions is an example of third party
or socialsosts. Gearge Graham and others like him contribute to Center City's
problem| How can thcy be made to face the unintended consequences of their
acts? Should they be required to pay the costs incurred? How could these costs
be computed and assessed? - :

45
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e Student Readin ng No. 3

Center Clty's Problem: A Case Study

. .
i Each morning Monday thfough Friday George Graham leaves his home in -
' suburban Waterford and drives twelve miles to his office in Center City. As befits

_ his executive status, Géorge driyes a mediu:n'price sedan. It is {IOW three years

old and he contempjates tradm pto a more expensnve model lﬂ he spnng Next

famlly ‘would have dlffieulty ge-ttlng along without it. George expeets that the
- excellent care he has given his car will assure him a high trade-in value.

"Like: most of his fellow workers, George drives to work alone. A few months
ago his firm began to give pret’erentlal parking spaces to drivers with two or more
passengers. George considers his freedom to use alternative routes or to stop off
on errands on the way home to be an important advantage of driving to work, and
he lS not interested in restricting that freedom by taking on the responsibility of -
_passengers. An early arrival time has so far insured him of adequate parkmg ’
space.

George’s office opens at9 a.m., and although it normally takes him about thlrty
mmutes to get from hlS horﬂe to hlS deslc George sets out at S DO a.m. and arrlves

until 8:10 a.m. would add tWenty minutes to his travellmg time on the average and
cause him to be late:for work frequentl in bad weather.

George believes that the delay in the construction of limited-access hlghways is'
the source of his difficulty, and be blames the state’s inaction in the face of this -
problem on politicians and their constituents whose districts are ingthe paths of %

| the routes which have been planned. He has little sympathy with these obstruc- ;’.
tionists who jeopardize the economy of Center City and the well- bemg of its.
citizens by stellmg action on these needed routes.

The problem is not as simple as George belleves Center City is one of the cities
required by the Environmental téction Agency to develop a eomprehenswe
plen that will significantly red% air pollution By 1975. Since automobile

S ?ﬂ sions account for 60 percent Cent er City's problem George 'and drivers
"t ke him have beén receiving the attention of the gity’ 5 publle Ofﬁ(;lalﬁla Te them he o
cow is a major part of their pmblem o K
' The city traffic engineers are aware that slow- mnvmg traffic produees extra
pollution, because cars operate less efficiently in stop-and-go situations. They
share George s desire to eliminate the early morning congestion. It was at their
suggestion that George’s employer and others instituted the pc:lu;y of reserving
parking spaces for drivers with passengers. Although the practice has not been in
effect long, the response thus far is not promising.

Attempts to upgrag.e the service on Centér City’s transit line have thus far not
produced an appreéiable increase in commuter use of these facilities, The
advocates of balanced transportation have not cofivinced suburban automobile
owners to shift to public transpnrtauon

WHAT SHOULD CENTER CITY TRY NEXT?

Q ‘ E R /1 F)‘
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. Instrudlinal Activity No. 4

Citizen Harold

Recommiended Use: Senior High School Economics or Problems of Democracy
courses. It is strongly recommended that teachers prevxew
the film before using it with their classes.

Time Required: One class period plus follow-up activity. (The complete
sunning time of the film is-9 minutes.)

v Materials Required: Citizen Harold, available from Learning Corporation, of
N ' America, 1350 Avenue of the Americas, New York, NY

) . 10019.
Rationale: This a\x:tivity serves to introduce students to the frustrations

of dealing with a governmental bureaucracy, to the poten-
tial power of Drgamzed groups of citizens, and to the diffi-
culties of avercoming citizen apathy. The film Cirizen
Harold is especially useful for these purposes.

Concepts: . Authority, power, public policy, institutions, participation,

' third-party costs.
Instructional Given the film Citizen Harold, and a series of short discus-
Objectives: sions during the viewing of the- film, students will write o

accurate descriptions of the problem faced by Harold and

suggest one or more alternative solutions.

~  Teaching Strategy Pupil Activity

1. Show the film Citizen Harold using the following
viewing/discussion sequence:

a. Show first part of film. Stop film after Harold's View film and participate in class discussion.
first visit to City Hall and pose the following )
questions for discussion: 9

_ The fault of Clty H.;all‘*II Ncbudy s fault?
(2) What should Harold do now?

NOTE: Avoid accepting one right answer.
Elicit as many **should’” alterna-

b. Resume showmg ﬁlm Stnp ﬁlm after the dream
sequence. Ask students; **What should Harold =

do now?'
c. Resumé showing film. Stop film' after Harold's v
failure to organize his friends. Ask students: -
“*What do you think Harold should do now?" :
d. Show remainder of film. Ask: Did you identify
with Harold? With his wife? With thec man with
the homb’ Did your feelmgs Lhange as the smry

P
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Complete written exercise.

. If you had Harold's problem how would you go ‘ .
about solving it? Could you solve it? - ' :

b. Suggested criteria for. evaluatmg written assign-
ment: : .

s (n Corfectly describes the nature of Harold's ,
o problem.
(2) Advances a- reasoned ar rgument explammg
how the problem might be solved or pro-
vides reasons why the problem can't be
solved. . ,
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Instructional Activity No. 5

&onsumer Redress

., Recommended Use: Senior High School Economics or Problems of Democracy
R courses. Read game information prmr to use. If your state
"\ has laws that conflict with answers given oh sheel§ used by
Coordinators of Channels of Appeal you may either make
the necessary changes or point out the dlscrepancy between
.the game and state law in the debriefing session.

Time Required: One class period (40- 60 minutes) to camplete snmulatmn,

plus one or more class periods for debrleﬁng and evaluation
session.

Materials Required:  Simulation Consumer Redress, Changing Times Education

o . Services, 1729 H Street, N.W,, W 1shington, DC 20006.

Rationale: Students should have some famili arity with the channels of
appeal for specific consumer complaints and with the pro-
cess and difficulties involved in pbtaining redress. v

Concepts: Authority, power, public policy, institutions, participation,
third- party msts

Instructional L hlle playmg the game, each student will pursue at

Objectives: _ least two grievances through to their final resdlution.

[

Following the game and the debriefing session, each stu-
. : dent will able to list at least 4 of the 6 channels of appeal
and at least 5 of the special government agencies and pro-
vide an example of a grievance that would be handled by
each agency‘listed
3. Following the game and the debriefing session, each
student will formulate at least two generalizations based
on the game expenences and will recommend guidelines
for trying to get a grievance redressed.

sching Strategy _ : Pupil Activity S

or to actual play of Consumer Redress:’ Listen to explanations and directions.
Ty ) \

éxplain the game's objectives to the students.

£

. explain the concepts “‘grievance,” “redress’’
and *‘redress of grievance.”

c. assign or have students choose roles.
d. establish stations and distribute materials. o
e. review playing procedures with students.

2. Give signal for game to begin. Each_student performs the activities asmgngd far his/
her role. .

a. Coordinators of channels of appeal=1nf@rm con-
sumers of the outcomes of theu‘ appeals.

Q | : | h 4 9
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Debriefing and evaluation:

The debriefing session serves both to teach and to
evaluate through analysis of the game experiences.
Consumers should, have available their grievance
fockets and the cards describing each of the griev-
ances that they pursued. Coordinators should have
the channel cards listing the results of appeals. The
clerk of redress records should have the record
sheet of grievances redressed. The following ques-
tions should be,d'zcussed by the class:

a. Hotv many grigvances were redressed by each
xte;’uf‘f‘I What iﬂdividual had the most grievances

all tﬁarﬂs"‘ Whu:h gnevanceg dnd ,all tf,:ams fail to
redress?

=

. Which grievances were easiest to redress?

* Which were most difficult? Which took the most
time? . '

. Which channels of appeal were mnst helpful"’

Which appeared to have no powgr to aLt‘? Whlch

limited its activity to giving advice?

d. How closely do you think Consumer Redress

simulated reality? What did the Limbo assign-
- ment reprESEnﬂ What factors uf rEdl life were left

Each student shauld then answer the following
questions in writing:

e. List at least 4 of the 6 major channels of appeal”

N

and at.least 5 of the special government agencies
and provide an example of a grievance that might
be handle’d by dach agency that you have listed.

playmg Consumer deress? Can thnse generahza-
tions be challenged? What guidelines would you

recommend “for trymg to get a grievance re-
dressed?

41

¥ o
scribed- psrlods ;37f"7tilme for thenr stays in lebn
have lapsed. ’

K H
-

¢. Clerk of rédress—keeps account of gngvancés

redressed by Each of the teams.

d. Cansumérs=attempt to get gn&vances redressed.

Complete entry on own consumer's grievance
docket for each attempt made.

Participate in debriefing discussion and complete writ-
ing assignment.
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| iristructipnal Activity No. 6

It
'

il

Recommended Use:
J

Time Required:
Materials Required:

W
Rafmnale

£y
)

-oncepts:

Instructional
Objectives:

~4ands5. . -~ (A

Why F_é’defrél Regi;;!atiqn? g

Senior High School. EEGT\GI’I‘IICS Problems of Democracy or

United States Hlstm‘y cuursas Becauseé of the level of diffi-
culty of the readings, the activity may not be appg@pnate

for students having low reading ability. P

One or two t;laSSl“DD!TI periods.

Multiple copies (one per student) nf Student Raddmgs Nos.

Thls actlvny presents studgpts w1th arguments in support of

Nzarly 64 yt:dl'h of gov&rnment regulatory actw;ty separatt:
the statements of Theodore Roosevelt and Ralph Nader, yet
the latter insists that even more governmental action is
needed. :

Third- p;\rty costs, competition, cost- benefit analysls au-
thority, power, public policy, institutions, participation,
capture.

Given statements concerning the need for federalfégulagion

of emnomm activity, students will: ’ ’

l. idg:ntiij the reasons for government regulation discussed
in the statements. v

. formulate generalizations about why government regu-
lation has not been as effective as consumer advocates
would like. '

[

%

b, oe

—~y

Teaching Strategy’

1. Have students read the statements by Theodore

Roosevelt and Ralph Nader-and summarize. the \
reasons that each gives for increased government

regulation of economic activity.

2. Ask students to formulate generalizations as to

<

why government regulation which began during the government regulation.

early yeal‘s of the century (the Progressive Era) has
not proven aseffective as consumer advocate

Ralph Naderrwould like.

3. Evaluation: Students should include among reasons
for increased regulatory activity some vgrsmns of
the following,criticisms of economic activity:

a. Inflation of costs to consumers.

b. Encouragement of inefficiency in critical sectors

of the:ecbnomy.

¢. The stifling of innovation.

Oy
H

Formulate generalizations about the,effectiveness g
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| StudentJReadmg;No. 4 . J’}

. o Theodore Ruosevelt’s VIEW o e

M 1]

In my message to Congress on December 5, 1905, 1 sald -
“In our industrial and social system the interests of all men‘are S0 closely .- -~
B intertwined that in the immense majority of cases a straight-dé; ig’ man, who.by u L
his efficiency, by his ingenuity,and-industry, benefits himself, mpst also ‘benefit . .. -
others. Normally, the man of great. prodm:tlve ‘capacity who becomes rich. by ot
guiding the labor of many other men.dogs$:so by enabling ther to pmduce more 7!

/, - than they could produce without his guidance; and both he and'they share in-the o

R ) "~ benefit, which comes also to the publlc at large. . . . Yet, while not mer'ely

: admitting, but insisting- upon this, it ,is-also true that where. there /15 not
governmental restraint or supervision some of the exceptlonsl men usé their
energies, not in ways that are for the common good, but in ways which tell against -
-this commeon good. The fortunes amassed through corporate organizatioirare.-now
. 50 large, and vest such power in those that wield them,’as to make it a matter of
: necessity to give to the sovereign—thatis, to the Govemment which represents
TRl . the people as a whole—some effective power of supervision over their corporate: ...

, use. In order to insure a healthy sqcial agd industrial life, every big corporatlon R
ould’ ‘be held responsible by, and be ‘ac:ountable to, some sovereign strong Dol
ﬂéugh tu Cﬂﬂti’()l its conduct. I am in no sense hostile to Eorporations Thisisan " .. .

ge of 'et ,.and any effort to prevent a]l f;(:mbmation ‘will be not only '
SN ;uso:]gss but m_ih nd vicious, because of the contg ,pt-fpr law. whmh the: failire
“- 2" “to enforce faw'ine _tably produces. We should, morgover, recogmza in. cordial
. and ample fashion’the immense gﬂod effected by corporat’e agencies;in' a muntry

such as ours. . . . The corporation has come to stay, jugt-as the trade" umiop has

come to stay. . . . Each should be favored so long as it does’ good. But'each'should

be sharply :heckéd where it acts against law and justice. \e, . ) SRR

** ... The makers of our National Constitution -provided especially. tha’tathe'. [ '

7 regulatlon of mterslate cﬂmmerce should come within the sphere of the General
Government? The arguments in’ favor of their taking this stand were even then _

. overwhelming.” But they are far stronger to-day, in view of th&,enormﬂus L,
development of great busmess agencies, usualély coporate in form. Experience has ) :
shown conclusively that it is' useless to try to. “get any adequate regulation and R
supervision of these great corporatlcms BY. Sf@te action. Such regulation and’
supervision ¢an only be effectively exeﬁ:xsed by a sovereign whose jurisdiction is

. ‘s, * coextensive with the field of work of the corporations—that is, by the National-

. Government. I believe that this regulatmn and sup«:rvnsmn can bé obtained.by the
. enactment of law by the Congress., y

;.5 .0lir.steady aim should be, byqléglslatmn.

cautlously and carefplly undeﬂakeh. but resolutely persevered in, to asséﬁ the:

soverEIgnty of the National Government by affirmative acﬁnn :
““This is only in form an innovation. In substance it is merely a resmratml; fo¥”

from the earliest time such regulation of industrial activities has been recognized

in the action of the lawmaking bodies; aid all that 1 propose is to meet the chahged:#

conditions in such manner as will prevent the Commonwealth abdicating [sic] the -

power it has always possessed, not only: IQ this countﬁj butalso in England bgfore 4

and since this country became a separate nation. o . v LR
‘It has been a misfortune that the Natmnal laws on this: subject have hlthgrto '

been of a négatlve or prohibitive rather than an affirmative kind, and still more , :

that they have in part sought to prohibit what could ot be effectively prohibited, . T

and have:in part in their prohlbltlons confounded ‘what should be allowed and S

what shiould not be allowed. It is generally useless to try to prohibit all restraint on .

competition, whether this restraint be reasonable or unreasonable; and where it is . :

not useless it is generally hurtful. . . . What is needed is not sweeping prohibition

of every arrangement, good or bad, which may tend ‘to restrict competition, but

such adequate supervision and rggulatlon as will prevent aﬂy FESII’]CUOII D‘f
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camp&ﬁﬁohf _: | bengg to the detriment of the pubhc as well as such supcwlslon

and regulation ad will prevent other abuses i 1n no way connected with F&S[l’lé‘-tlon of

competitior -y :

I have called your attention in these quotatlons ‘to what I have already said’

because T 4m satisfied that it is the duty of the Natmnal Govemment to embody in
action the principles thus expressed. .
No small | part ofithe trouble that we have comies from i:arrymg to an extreme the

-'natjonal virtue.of self reliance, of independence in mmatlve and action. It is wise

ﬁ‘-canseweathls virtie and to provide for its fullest exefcise, compatible with
seeing that liberty does not become a liberty to wrong others. Unfortunately, this
s'the kind of liberty that the lack of all effective regulation inevitably bréeds.

"This does not mean that there should be any extension of Federal authoﬁty, for

Such authority already exists under the Constitution in amiplest and: most
far-reaching form: buit it does mean that there should be ap extensiop of Federal

Th's is not advocating centralization. It is mereﬂf lankmg facts in the
galizing that centralization in business has already come and can not be
avmgjed Dl’ ‘undone, and that the public at large can only protect itsélf from certain

EVI] gffects of thls busmess centrallzatlan by provndmg better méthods for the-

GDvemment by the Cunstltutmn H.Sélf

* Source: Richard Ahﬁams ed., The [_uuf ﬂfFé‘dE‘rﬂ[ Regulation in the Frugres.uus Em The BErkeley

Series in American Hnstﬁry (Chlcag@' Rand McNally & 'Co., 1968). Repnmed with permis-
. _'sion. oL f

i
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" Student Reading No. 5 _

L A Citleeir's Gpide to the American Economy’ - I e
s oo o by Ralph Nader -~ , o *

a0 . - P e

ELUOT © - This year [1971] the gross national product.of the United States will exceed one - -
s trillion dollars, while the economy will-fail to meet a great many urgent human .~ .

"« .~ . needs. This contrast between thé_;étét'?giés of growth -and the fact bf economic
’ © -~ . deprivation in Amerjca has become more and more evident to the public during
" the past decade—especially in such dramatic cases as. that of the medical care
industry, which has received vastl§ higher payments from’ both the government .
and. patlents, while the. quality of medical care itself remains unchanged or has = -,
: . he#dmeé worse. . ... . ‘ R R 7
% : : ‘Meanwhile, the impact on our lives of the largest economic force ofjall, the
ct . " corporate economy, has been badly neglected! Most* formal inguiries into a more -
o »  just and efficient use of national wealth haveifailed to measure how.the citizen's
e T dollars . are - being. wasted and depreciated i1 ‘the- market place and his taxés
Feoooel "+ converted into corporate property and incomg. ... . - . .
Co; ‘ _ What afe needed now are analyses of the 'cérp%‘fate econgmy that will'do what o
.. econontists for the most part have failed to do: show how_aorporations, by their .~ *
s , _control“of both the market and government, have been able to divert scarcg, ’
o . " " resources to uses that have little human benefit or are positively harmful. Such

el e - studies ® . will show, the folly of pouring more dollars into ‘the sieve of an
i - irresponsible corporate system. LT o S
o T 2. T'would like to outline,some of'the major categories in which the abuses fall
e and+to give a few of the many possible examples of how they work. I call these
' “. categories **sub-economigs.’ - . . T ‘ ] s
1. The involuntary.sub-gconomy. By this I mean the billions that consumers - -
., would not have paid if they knew or could control what they were getting or if
* corporations’ observed gldipentary standards of honesty, safety, and utility in
, - producing and selling theé thinigs that are bought. Consumers are now spending,
' . billions.of dollars for products sold under false pretéhses: meat and poultry that
‘ are:adulterated with fat and watergpatent medicines, mouthwashes, and *‘aids’ to~ - /M
S ) beauty and diet that do far less thifi they are said tp:do br nothing at-all. Both the -~
o Food and Drug Administration and the Natiopai - Acadeifly- of ‘Sciences have
' o compiled lists of drugs, patent medicines, and m@thwashe<'that are valueless for -
Lo  ‘the purposes they adgﬁise,»ai’% often harmful as well, as in the case of certain
‘ . . antibiotics. ... . R T
‘ . . 2. Itis in the transfer mb-'ecenéijr .. . that the prices for goods and services <% ;
S " may rise unconscionably as they move from the supplier of raw materials to the /
’ - '+ . . manufacturer,-and then to the wholesaler, the retailer, and’ the consumer, The ' i(
. B © "+ ‘announcement of aigice increase by the steel, aluminum, and copper industries -
e -+ concerns the White"Hoyse economists far more than would a sudden increase in
¥ : " retail prices. It is not simply that a rise in the’ p@;g‘ of steel will cause a rise in the
* prices of steel produtts. The economists know fhat;‘gfch increases will escalate
sharply as they pass from one shared monopoly or oligopoly of steel huyers and. .

Ty

-

sellers-to another, unti they reach the consumer whoiaay well hayve to buy his car
_ or stove from dn “‘eXclusive dealer.” e o
e .. 3. Bothsub-ggonomies I have mentioned so far are facilitated by the controlled

market swb-economy. By this I mean the thousands of arrangements that make it

St - % . . possible forcorporations to avoid competition'over the price, quantity, and qual-

. A ity of things made and sold, so that the value of what buyers:receive is often,
L . .~ outrageously distorted, by comparison with what the value would be if the market
’ was not coftrolled. ' IR : o
Many of the practices in thi}’sub-economy are violations of the anti-trust laws
_ that have become both familiar'and tolerated: price fixing, product fixing—for,
_ . example, the auto iﬁéglust,ry‘s entrenchment of the internal combustion engine—
- - . shared monopolies, étc. They also include other barriers.to entry into the market

-
Z
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%, . suchas excesswe mstnctlons on m:c;ugatmnal licenses, Gil lrppcxrt quotas and the : L‘
S tymg up of patents.. . ’ ' v
. The Federal Trade Commission has estimated that if highly conc;entrateql v A
. . mdustnes were broken up by the anti-trust laws into more cnmpemlve companies . LW '
’ " 'so that the four largest firms in #n industry would not Cbintrol more than 40 percant « 7 -
Df that mdustry s+ sales pm:es wnuld fall by .?5 per(:ent pr more. ThlS estlmate E 3

P \ _

. , .~ most part § talerate—is ‘the mampulatlon of zoning by corporations $0 as to control . .7 .
4 S the use “of land. Z(mmg boards. were originally suppused to bring the exploita; : '
»o i * of land under democratic control. In most cases, in fact, large gorporations “and:
e = other. powerful real estate interests are’ a[:rle to pressure zoning authorities into:? &
: ' granting land restn:tmns or obtaining * vanances * from ei!sﬁng regulatlons tha,; AL e _
» R xare profitable to them. . A e . B
w0 R 4. Such an example bfmgs us to the carparate mcmhsm Sub-eco| forny which 4 ﬁ .
" . 7 .~ includes both a) corporate pressure on goverpment to unjustifiably-trghsfer pubilc s

e, f@s and privileges to corporate, contro| and b) wnthhaldmgmf proper payments . .- ¢ e
= +and other obligations from the government by the corporations that gwe thém.' - ;"'" gt T e
i The tax system hasbecome, to a disgraceful degree, an-indirect subsidy to.. . ...
s ' Ol ,tmns aju;l other pnwleged grcmps Many nf the glanng tax’ 'loaphules thg L

'i‘mfmey it” would otherWlse 'ﬁave received. . Thanks to the 011 deplétion. - a~ .
%iluwanc:e among other luopho!es the Atlanﬁc RlChﬁEld 0il Cnmpany, totakean .
.‘extreme example; had a net income of $797 million, while paymg no federal tax - =, %
whatever, from 1962 until 1968, when it paid-at the rate of 1.2 percent, - . P
These **tax expenditures’’ by the federal government have their local counter- .
" parts'in the gross underpayment of property taxes by mineral companies, féal
estate developers, and commercial and industrial property owners. A relimin#y .. - ;
estlmate shows that1 local taxpayers-are paymg a subsn:ly of at least™$7 b{ lmn a T
. The dli‘ect subsu‘:hes pald for agncultum‘ shlppmg, business pmmothn and
= " ‘“‘research’’ are quite as important . . . as the indirect subsidies paid by’ "the tax @
" system. The’ Department of Agrh:ulture for example, is now spending over $4
billion-each year for its subsidy programs. . .. Big carporate farms receive the" A
ETE lion's share and Congress does not question the inequities that result. © ... Thanks , )
; J B () Senatnr Broxmlre and others the ﬁubllc has at least bﬂgun to learn of the waste @

dollar **cost- -overruns'’ that have become commonplace=e g. the $2 billion over‘= ’
run paid Lockheed forthe C5A . ..
5. The compulsory consumption sub-economy is not part of any ra:agmzed
: "System of economiic Exchange=buult has grave economic;effects.”T am‘referring
< ¢ T to the c:tjmpulsory cansumptlon of t:mflronmental pallutmn and compulsoryi‘
the gmsg natlonal product and thus‘dlmlmsh the VEIUE of thg c:itlzen 'dnllar even - ¢
when they do_not- directly compel people to pay for medical tfeatment, for’ e
example. . . Air and .water pollution are each costing at least 514 hllllon a year.’
; (The yearly damage t6 California crops” alone from air pollutian runs to $45
S : o mlllmﬁi) The costs to the unborn, or to thE environment in the future, have-not P
even béen estimated. L oL
Safety and health hazards on jobs in factories, foundries, mines, and other work o
places are also a form of cnmpulsary consumption. They now caitse three times a5 s
- : many injuries as street crime: 15,000 sudden deaths last year, uncounted _ C L3 _.
W thousands of deaths’ n:sultmg from m:cupatmnal disease, 2.5 gillion disabling =~ S
’ : mjurles several million cases of lesg serious injuries gnd*lllnessés . - .
6 The Elpfﬂdﬂblf sub f’mtmmy is compnsed mnstly of poor pﬁople who Bre‘ E :

Ty

poor pay more: geey are not hemg allowed to buy In Washmgt Baltlmore Nﬁw . .
* York, in fict i®every large city, insurance and banking firms cogmonly * ‘red * ,
C - line"’'—or refuse to do business with—people in the poor districts. . . . But by e A
- B " cutting off the funds needed forhousing, for financing small busmess\h and for- . o )
. _ ' mumupal bonds in the ltvw im:nme areas of the cntlaﬁ, the banks and other lenders ’ SR




S . are catising the deteriorat
» .~ - millions of people. - o :

ion of the urban economy and inju'ri,r)g the }\i‘ielizbéing_ of
EE “ws., ‘The govgrnment, moreover, has become a willing partnef in such discrimina-

s AL .. W i

P tion..lt provides fast tax write-offs for airplanes, compjters, bulldozers, and
“m "4 » o trucks,causing loan money to flow in these directiogs and not toward loans to the
SR . " poor and thgse who have more urgent necgg. It provides tax inducemerits for slum -
I % | landlgrds-who are allowed to depreciate slum property at an accelerated rate and
- o to.pay capital gainsi taxes on profits from sales—a process which is quickly

. .. . . repeated. % next slum tandlord s -—
#. . w * Theederal government artificially restricts. the money supply in order to .
o - ucontrol inflation. It should insure that all segments of the borrowing public be
T ' given eqyitable treatment so far as restrictions on borrowing aré concerned. ... .
¥ ... # - .Apologists for the present corporate system will argue that the sub-economies I
e s b e described so generally here are justified because they support industries,
- @ creatgjobs, generate income. But it should be cléar that their operations and the
= " 7 ' .jeads of needs they satisfy are, to a great extent, neither desirable nor socially
‘& . * responsible; in many cases they are not legal. A safer traffic system would no
g . dbubg;weaken-the accident-injury industry, and that is as it should be. For most of

. " 4 this century there hras been declared a national consensus in favor of competition,

agswell as numerots laws designed to encourage it, but both have been for the
# most part betrayed. When they have not, the benefits for the citizen have been.

d

S . mitket of Washington, D.C., long dominated by three major chaifis, This episode -
L ~ and a detailed FTC report on monopolization of food prices in'the Washington,
v D.C.,"area, according to an FTC report, saved Washington consumers $40 million
in . reduced 'prices in one year.) Indeed, each of the sub-economies 1 have
‘described subverts values tha are deeply rooted in American life.

- AWhat has been tragic is the general failure to understand how this occurred.

e ' . Fundamentally new ways must be found to make both govérnment and corpora- ’

tions a:countable. We should pursue the suggestion already made by some social
critics for a “‘social accounts system’’.which would enable government and

. citizens to evaluate whether programs of education, medicine, and transpértation,
for example, were improving or deteriorating in quality. . . . ’

Similarly, computers should be made directly available to the citizen, and

BT - should be accessible both at shopping cehters and by telephone. Such a chgap and
- .+ simple source of information, which would give advice on the quality of products
‘ ‘and of government and private services, could do much to squeeze the waste and

] © " deception out of the economy and give value to the dollar. . .. :

. - .~ .. .'The task of the consumer movement now is to gather and analyze and
' " disseminate . . . information by demanding it from the three branches of

- .;v ‘government and by mounting private actions by coitsumer groups to publicize it.
., <17 “"Such information is,the currency of economic democracy, the first *tool for

changing the perception of citizens,and society itself.

“A Citizen's Guide to the American Economy,” by Ralph Nader from The New York Review, ©
. September 2, 1971, The New York Review, New York, pp. 14-18. Reprinted by permission.

matiges(Last year a new supermarket chain broke into the comiplacent food .



S Instructuonal Actlwty No. 7 ¢
Y o | Why Regulatmn Fails '

-Recumhmnd;ed Use: Semor High Schm)l Economics or Probl:ms of Democracy o

courses. ,
" ~ Time Required: Dne class period. - : - 7
' L Materials Required:- Mulllple EOpleS H(,one for each Studen;) of Sludegnt Readmg
[T S . No.6 ,
! " Rationale: A major purpose of the activity is to scquamt students with
L ' - some of the major criticisms of regulamry agencnes
o Concepts: _ Third-party costs,’ cpmpeu;mn,- ‘inefficiency, . authority, »
o, ' ) . “power, public policy, institutions ’ o ) ,
Instructional Given several excerpts cntlcal of the a:tlvntles of n:gulatory 7 : .
Objectives: agencies, students will: _ T
i ' ' _ 1. identify the problems discussed in the excerptsi. the .
' remedies proposed, and classify these remedies as pro-
cedural, structural or antiregulation. . Ja

S : . 2. formulate generalizations about why govemrnent regula-

tion falls

Teaching Strategy ,
«".w}.“Distribute the reading ‘*“Why Regulation Fails™
“and have students complete the E,x,ercigc as an
asslgnment or as class work. .

‘ Note: Students mlght have difficulty in distin-
' gulshlng between procedural, structural and anti-

regulatlon remedies. You may wish to give them
. the following explanations:

A procedural remedy would be a change in the
. v way the regulatory agencnas operate.

A stmttural remedy rmght bc the combmmg of

agem:les the provnsmn of morE citizen control ,

etc.

.. An amfrégylaﬁan remedy might be a proposal to
aballsh regulations rather than c:hange proce-
dures or structure.

e, w

oo 2. Discuss studcnl responses in class.

fA ]
3. Evaluation: Students ﬁhould include among the
_ criticisms of regulatory activity identified sum; ver-
. 510n5 of the follg&vmg -
a Inflation of costs to: cgnsumérs,
£ 7
oy

Aruitoxt provided by Eic: . ¥ =
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,VPi.i]ii! Activity
Read and analyze the excerpts contamed in “Why
Regulatu:m Fails.”

Identify the problems discussed, the remedies pro-
posed, and classify the I‘EmEdlES as procedural, struc-
tural or antiregulation in nafure. Formulate a generali-

‘zation about why regulation fails.

Participate in class discussiog.

k4



b. Encouragement of inefficiency in critical sectors
of the economy.- " -
" c. The stifting of innovation. . ' Co
“d. The corruption of the political and administra-
" tive processes by the regulated interests (capture
of the regulators by-the regulated).

f ——z Thﬁtimulaﬁéﬂ:—af——eﬂmpeti;i—va—fai’!cés—inéthe

_economy. ..

Q . S

ERIC o o A 750

Aruitoxt provided by Eic: . - *



‘Student Reading No. 6
Why Régulvatiimv Fails

Q

ERIC

Aruitoxt provided by Eic:

.F

Althf;mgh only i kabout 10 percent of the gross national pmdugt is sub_pect to
federal regulation, the regulated-sectors include many esseftial economic ac-
- tivities. Transportation, comfmunications, energy, bankingitilities and health
“care are industries subject to.extensive regulation. Critics of government regula-
_tion of business differ in their political and economic philosophies and con-
" sequently view problems differently and suggest widely divergent reforms.

Réad each of the following ‘excerpts carefully. Decide in each case what
problems the author feels need to be solved and what remedies are proposed.

-- Which selections emphasize ﬁroi:edural or structural reforms (better regulation)?-

Which selections argue for less'regulation? Based on these selectloﬂs make a
general statement about why., gnverpment regulation fails. :

1. +'Let me give you some Examples of current regulatory policies which are

costing the consumer mlllluns—even billions—of extra dollars annually,

For mstance in the truc;kmg mdustry, certain Interstate Commeérce Commis-
sion regulations force many trucks to return empty, after making delivery. The
National Commission on Froductl\'lty has estimated that this regulation costs
‘$250 million a year. Ellmmatmg it'could also save a quarter of a billion gallon§
. of gasoline a year.” C

Source: Z. D: Bonner, **The Abuse of Power by Regulatory Agencies: The Cost to lhe
Consumer,” Vital Speeches t:flhe Day.(January 15, 1975), p. 195. ) .

2. “*The agem:les often defend such practices on the grounds that it serves the -
national interest to protect key. industries—for example, faltering flag carriers
like Pan American World Airways. Even so, such protective policies can

- backfire. They can encourage inefficiency; they can block badly needed new
technologies. Communications satellites were long needed to relieve the

. overloaded U.S. long-distance telephone network, butlargely because of FCC
dawdling,. the first domestic communications satellite was not launched until
this year [1974]). By keeping natural-gas prices unreasonably low during the
1960°s, the FPC discouraged exploration for new supplies and thereby helped
creaté today’s severe natural gas shortage. . . . Finally, some agencies may
simply be redundant. An independent arm of the treasury, the Comptroller of

i the Currency performs some. of the same bank supervisory functions as the

Federal Reserve and the Federal Deposit Insurance Corporation, and some-
times not as well: in a recent audit of New York's Franklin National Bank
it fallgd iomp,!;z&gly 1o spot any signs of the institution’s lmpendmg collapSe

Source: *'How to ngulalg the R:gulamrs, Time (October 21, 1974), p. 58.

3 Regulatary agencles have delayed or prevented a number of . technologu:al
changes that threatened either to shift substantial business from one regulated
firm to another or to result in substantially less profit for regulated firms generally .-
The agencu:s most often guilty of such choices are the ICC and the FCC—for
example, in impeding use of the Big John hopper railroad car, pmhlbltmg
foreign attachments on the switched communications network, and restricting
the development of pay TV. All of these are examples of a long regulatory

. delay, for eventually the regulatory agem:u:s did permlt the new technologlcal
development.” . i o '

Source: Réforming Regulmmn Washington: The Brookings Institution, 1972 p- 24

“*Professor Sam Peltzman found that the FDA’s requirement that drugs be
' proven effective has-effectively eliminated the big drug eompanies’ smaller

[



_ rivals, increased drug prices by at least $200 million a year, and, by delaying
" the introdyction of life-saving new drugs by two to.four years, cost more lives -
¥ thanwer€saved.” : : S : :

- Sourcg *Nader v. Consumers,” National Review (July 18, 1975).

%

{4 4..*.. . the one group which dc;es oversee agency activities with a keen critical _
A - .eye is the regulated industry. It expends considerable effort in lobbying o
_._._agencies-and Congress to make its position known and to see that 1t is

accepted. Industries have the resources to assign someone fo COVer agéncy — B
rule-making .on a full-time basis. Over time, they develop channels for *
obtaining preferential access to the early stages of decision-making, when it is
: _ usually easier to affect outcomes. Their pressure tactics are refined, focused, - - ;
- S and effective. The long-term personal relationships they nurture with key

f’ﬁi"" o regulatory personnel are likewise aids to successful lobbying.

- Given the context in which most regulatory agencies operate, industry has
other built-in ‘advantages. On questions of rate regulation, -for example,
regulatory decisions frequently are made on the basis of industry figures and
forecasts.” - o i
: : ‘Source: - Richard C. Leone, **Public Interest Advocacy and the Regulatory Process,” Annals -
e, " of the American Academy (March 1972), p. 49. '

¥

:.by attempting to repeal the law of supply and demand and replace it with
icial controls, orders, special privileges and compulsory arrangements, the
eral government has disrupted normal, efficient market relationships and
frade pattertis, Thus, production has become more costly and these costs have
y been. passed along to the consumer in the form of higher prices. Had

compe!

tion:been alowed to flourish, the high-cost, inefficient producer would
cEupibed to the challenge of the lower-cost more efficient producers.
mpetition ‘wis forbiddeti and even high prices were the result.””

Y

© ** Airline passefigérs -are::.

.\ . wery much affgcted by anti-competitive regulatory
policies. The Civil ‘Aeronautics Board several weeks ago [1974] rejected an -
application by a privately-owned British airline to fly scheduled New York to.>- - .
London flights for $125'each way, a priée which is a little more than one-third ~ ;.
the current e¢bnomy fare,''™ v . .
Source: Z. D. Bonner, “*The Abuse of Power by Regulatory Agencies: The Cost to the
Consumer,” Vital Speeches of the Day (Janvary 15, 1975), pp. 195-196, .

by

: ;Early in 1977 Laker finally did gﬂpéi‘n{irssiﬂﬁ to charge these low rates on flights between New York'
and London v.v. . .

ERIC

Aruitoxt provided by Eic:
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rDeregulatlun— o _
7hl,We,to Fursue?

N §- = - -
Time Reqqlred 1 .
Materials Requimd; v o activities 6 and 7. Multlple CDplES (cme per '
» tu’dent} f. m:lem ﬁadmgs Nos. 7 and 8.
’ Rationale: 7
: _ /rggulatmn cnntmversy The complexlty .
, ‘regulatqry gﬁ*ﬂcess is.a central thread of the activity.
L ~Concepts:
. K B 1ﬁstrﬁctiﬂnaj! : !.};Iavm!g cbmpletgdfactwmes 6 ang:l 7 and having read “De
. + Objectives eguiatmn Scares an Industry and Qan You. Find -the -

’iprtlfy cammon :Dn;:erns of propanﬁ  al ,
gay} ﬁunent regulauon : -

;egljlagmn from EC[IYK}'\ :
. froi‘l} at:tmty 7 cm why gulamn -falls
o S

- } Have students l’Eﬂd ¥ on Scar
S t[y“ and “Ean Yﬂu Fi d fhe ’T‘ru

increased re ulatmn is appr@pnate and when de-
R ‘regula‘flop oug| it to be pursued?

'ri-_'Wi’ncl: [:mlu:y wt:ujd you'pursue in the’ transpur-
-'tatmn lndust[ : -

:‘ﬂ
X

ERIC

PAruntext provided oy eric RIS



o
sponses resulting from

H ve groups share answers in a class dlscussmn Present and discuss res group
: discussions. '
5. Bvaluation: : - T
a. Students should recngmz_e that those who advo-
cate increased regulation and those who criticize
regulatlon base their Qpposne posntu:ms on some
.. of the same_economic problems. . < ]
L 'b. Students should indicate -that persﬂnal value '
. -judgments are involved in decisions about what h o
‘types of regulation are desirable and whether or
: not the benefts Df regulation outweigh the costs. —
E‘ j—
;.’.
+ Ay .
. - v 3
E i . * . @
"?t
& s
¥
A
v PR Ey
&
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"Si‘:uc!leﬁt‘”Reading No. 7

cnmmantar /Transpc)rtatuen

| '_ Deregulatlon scares an Industry /

E

\

;—’
Are theorists in the Transportation Dept. rﬁgddlmg with the

-’

-.pay,”

U. 8. -transportation industry and threatemng to wreck it?

Virtually every transportation executive is convinced that
they are—and that the system-cannot be put back together

-again if the tinkering proves: destructive. No one can know..

whether the theorists or the working transportation exedu®’

tiveg will be pmven rlgh& but- more and more it seems that
%tﬂ’e Qnuptry is going to find out,

Broadly, the thinking at Transportation is that the system

no longer works. Much of the industry does not get a large

enough rate of return to replace itg equipment, particularly at

tomorrow’s prices. So carriers seek more and more boosts i n;

rates and fares, adding to inflation and, in some ’easeg

reducing their own volume. Meanwhile, there aré tdg Thany
underused ‘railroad_tracks, too .many trucks with empty

“backhauls,” too many unfilled airplane seats.

Freed from regulatory Gverpmtectmn,-Adepartment theorists
reason, carriers. would compete more i_gfesswely The old
and inefficient would . disappear, ard, new ones would be

; created Fares and rates would go:down,- utilization would

“goar, and everyone would benefit except people and factories
in amall out-of-the- -way places—and even. they would be

served, at a price. A transportation ndustl‘y would emerge -

with.a rate of return sufficient to attract capital for plant and
eqmpment replscement

fnghtemng As they see. 1t transp@rtatmn is best orgamzed’
srquql ﬁavmg a certlﬁcate of public convenience and neces-
“sity..In theory, a certificate ensures, thht markets are not

. Esh ideas should he allowe,, in. Even the threat of their
g a lucrative ‘market should force prices down and
service up. But transportation executwes maintain that
"freedom of entry must have a companian’feature: freedom of
exit. If new eitrants are to be allowed to skim the cream, the
existing carriers know that as a practical, political truth they
are going to be left with the skimmed milk:

"The depth of their feeling showed up at two recent meetings

one operator told Barnum Barnum . replied: “If the
airlines insist on the status quo, their debt ratios will continue
to grow, and they will slide ifi blsnkruptcy If that happens,
you won't get service anyway,”"

In toying with ideas -of freedém of entry and ex:t th?é‘

ﬁeqxtors charged, no one hias’ given enough thought to what

will do to’the airports’ ablllty to raise money fiom’
said Ernest E. Dean,’

revenue bonds. “Under deregulation,”

+ " executive director.of* the huge Dallas/Fort- Worth A.lrport,

_general manager of Los Angeles International Airport, added:
. "It seems to me that Wall Street bond houses are going to "
. take an awfullyclose look at this

'~ pl
’strueture as it presﬂnﬂy,

“the legal obligatioris of the eight air carriers at our alrport
who have assumed financial responsibility. for $422 million in
revenue bonds, would become clouded.” And Clifton A. Moore,

. Barnum li tened o thcse fears pramns&d Yo mﬁslder them

Transportsg n Secretary William T. Coleman- Jr. s
In line wn:h the' departments thm ¢

“will be forthc:cmmg cmly for a

asts,” Barnum said. To this,

- .Stephen Ailesgpresident : ‘of the Association of American
-Railroads, countered’ with accusations of "bureaucratlc frus- .-

held simultaneously. One was a copvention of the *Airport. -

Dperatﬂrs CDU!‘IL‘, - in San F‘ranmsm, the other a “Town

tlcm and chief spokﬂsman for the new 1deas
The airport issue. In San Francisco, many airport operators
expressed concern that even partial alrlme deregulation would

in Boston. Both meetingsr

put small community airports out of business. "It looks to me

‘as though the small operators are the ones who will have to

’ Dversaturated with entrants. The certificate is the main asset = " A,
of alrlmes and truckmg t:i:mpames Its chlef dlsadvgntage is, i_

congressional intent.”
all sides. The truckers were no happler Under

= powerful American Trueking Adsns., for:hire truckers and so-
‘called pick-and-choose operatorg would take profitable busi-

ness away" from the common carrier truckers. “The whole
philosophy . . . seems to be to create more carrlers and more
competition,” he said, “but it won't work.”

The-angriest sniping came from C. J. Chamber]am presi-

dent of the Brotherhood of Railroad Signalmen and chairman -

of " the Railway Labor- Executives’ Assn. He accused the
department of trying to reshape \he railroad industry by
forging mergers and starving some roads into failure. The

only way out, he told the meeting, was to elect Jimmy Carter

and get rid of Coleman.

But there is no evidence that this is the way to get rid of

theorists in the Transportation Dept. In faet, Sollenberger
repnrted to the conferenee | told Jimmy Carter, 'Let’'s have a
,,,,,, '"” and Carter responded

with né promises and a one-|
S0, in spite of the terrible rigks that transportation executives

see, it seems that the theorists will get a chance to put their

u’ieaq into practlce no matter who wins the Presideney.

“Re prmt:d from thc QOctober Z‘! 1976, issue of Business Week by spunml permission. © 1976 hy McGraw-Hill, Inc.

Q
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Tee, thcugh was a chstrust of Barnum and Xr

klng that there are too

‘“We do not need the main-line _

d_ereg;ﬁlatmn said ‘Lee R. Sollenberger, chairman of the -

page vaguely worded statement. _
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R good and basi rw,uhnrmsm
you plnyéd as a'l now provides ry point in
’ = Well, gnvernnmﬁt regulators  the country with an éfficient
L . . have been playing games with  method of shipping goods.
_the trucking industry. And it We urge*you to look v
hasn’t been fun, ly at dereguls
i _ ) Now they want to play the > isn't it fright
: . ) higgest fun game of all— t

 deregulation.

And whi 1! mﬂy ltmk gund

e,

L iile dereguhnnn
would allow free entry into :

" any rnquet= it would also

¢ from any mi wrket.

yuld dqmvg avery

benefits of truck ti
And wrenk he wije le\ an i in-

: ggrimed by special permi
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E . Recummended Use* Semor ngh Séhool Economlcs blems Df DEchracy )
: o ) T .. courses. Prior to conducting thi V_VlEy yau may wish to - . A —
' - : - * write to the Federal Trade Coms 'mﬁ'grmcsre recent pubs=: - . BT TN
lications.. Inquiries should be: ed to. The ‘Federal - T Tl
Trade C‘qmmlsélon Pennsylv ue at” Slxth Street,
" Time Required: , ‘ -
® Rationale:’ The rna_;o,c purpose of. the activity 'is m acquam! students o Lo
o : with thie specific functions of the Federal Trade Commlssmn o ST
e ' Lo, 4. asan Example of a regulatory agency. g-{[g#’ S -
A Concepts:. "~ = Dpp&rtumty cost, cost- béﬂéfit analySIS authorr[% power Lo s T ‘
taaeg e - pubhc polu:y il’lStltuthﬂS : . e e
s ‘ ' Ingtrucﬁﬂna!.: . leén the case’ study, A freﬂz&r free of charge ~ .almost,” 1 ¥ -
. Objectives:. . = . -and.a series of exercises, students will;
: : \ R 'itdentlfy the ways in whlch the couple in the case was
FY - ;ﬁ ;decewed or:misled. . [ ¢ , )
: ;l ' Do e 2.list those items. the cﬂuple was: éntltled’ to know under l )
) , B - existing law. . - #
it P e i o % o 3 identify the D’llStﬂkES made by the couple _
"y o ‘ ~ 4. describe the rEspDns;bllltlEs of the Federal Trade Com- °
Vo oA mission and give examples of spemf‘c‘: problems that can _
st o & o . " be appéaléd to the FTC‘ - : e
Teschmg Strntegy ; o R -, Pupil Activity i ' !\
& _ . = - z - = . . : B 3
1. D;stﬂbute Reading No. 9, “'A freezer free of charge ‘Read the-case and prepare answers to study questions.
... .almost,"” and ask students to read it and pre- : :
- pare themselyes to dlSCUSS the questmns included
_ -wn‘.h the case.
2. Conduct a class discussion based on the case, en- F‘articipate'ii:! g:iiésé discussion.
* couraging students -to-volunteer additional exam- : oy : .
ples from personal or family E‘xp&l‘léﬂLES .
3. Assign’ individualj ‘tesearch pmjects on legislation - Complete research assignment and share resu!ts w1th
relating to the FTC (1906 Food, Drug, and Cos- = the class. * . . :
metic Act with 1938 amendment; 1914 Federal | = . e ke
- Trade Commission Act with 1938 amendment; ‘ |
. 1939 Wool Products Labeling Act; 1951 .Fur Prod- -
- ucts Labeling Act; 1953 Flammable Fabrics Act - u R 7 ‘
with 1967 amendments; 1958 Textile Fiber Products - : aa ®
Identification Act; 1966 Fair Packaging and Label-" . -
ing Act; 1966 Cigarette Labeling Act; 1970 Fair *
, 7 ¥ ) i
B
T 57 . )




5.

= Credlt. R epc)rtmg Ac:t Leglslatnm mvol\(mg the FTCZ

pmpnsed and/ar passed after 1970 )

Dlscuss current responsxblhtles of the FTC and tlge
pmss by wlm:h its jurisdiction has been extended.

Assxgn students fo use the Readers Guide and other
s I mdh:,es to find current Examplﬁs of FTC cases., .

Al ' :‘ = -. ) §5 5 &
Participate in class discussion.,

: Pursue the asslgnmént

s CA e

'.*:,!: - P ) &

. v_ward the instmétmnal DbJECIIVES dunng thg clas"a s
‘discussion. yarticular value in as:aes-’;mg stu:"
” dent underst dmg of the FTC’s role will'Be the ap-
‘plicability of the curren[ cases colleﬂgd in the final

- n:sean:h assngnmem s -
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_ "“Dorot.hy and Bnb Mll 5"‘_’ have two r.-h;ldren and ancither .
" on the way. Bob works fora shlppmg company and makes
. pood meney. But: lwmg costs are-high and inflation seems

to eat up Bab odig pay - mcreases Fnod is one Qf t.he

B

Dne day, Bﬁer spendmg $35 at the supermarket for the
“'wetk’s groceries, Dorothy returned to the apartment and
C fm;ndgig'partigulaﬂy. mte'rgg ing- advertlgmg circular in”
b her mailbox. It regd }

e VI - R _

w O

FREEZERING F‘LJTS A STGF‘ TO RISING FDC)DV
*'COSTS—GIVES YOU A WRITTEN GUARANTEE
| THAT, THEY:WILL MAINTAIN TODAY'S FOOD |

PRIGES FOR THE NEXT THREE YEAHS WITH= )

,"lj. IR N L :
The circular, adve sing a food freezer plaﬂ, alsﬁ pmm-
“ised a'freezer "‘free c:f c)‘z‘tgrge to’ pammpants in'the food
“.<"plan. Dorathy had always wented a fréezer . .
s was a-chance to. get one “free
o became more mterested .

S "Cygtamers will.: res.hze substantlal savings over the’
d cost of similar food in retail ‘stores. ‘All meat in the plan
s will be USDA Prime (which the Miles could never aﬁ'nrd
B - ,at the supermarket) or USDA Choice.

E A hume economist will be available to d_emunstrate food

l_: PR prepara,,nn and help thh SEIEEthﬁS

l Dﬂmthy was rmt the best ccck She thgught haow great it

encncrmst
She read nn P : :
“Food prnwded in the plaﬁ will be adequate fur thg tlme
period specified. The price ‘of food will rmt anreaae for |
three years after the date of the caﬁtract ;
b Fﬂod will-be dehvered fegularly i

Tcm gacd to be true.

-Dorothy thcught about the plan as she put a
gﬂncerles It was too good to be true. That evening Egﬁmthy
and Bob talked about the food plan. Bob was nak+too

-, and*here -
‘As EhE read, Dgrcthy ’

. explairr the food plan and EﬂEWEl‘ quasfmna Heres hnwi

" :" -up for the three-year plan.and for only $20 per week you
"+« will receive all the food you and your children need—with

S

' Salesman:

_. you aren't satisfied at the Eﬂd nf' fcur mnnths ycu can
. cancel' the food-plam.
~Dorothy:
food delivered.

¥

. enthused at first but did -agree to talk to & salesman, ,

" Dorothy called the number listed on the tircular and
arranged for a Eumpany représentatwe to qtup at thit
home.the next avamng : . =k

- Dorothy:

*Bob and Dnruthy Miles are fictitious people, but their case is -

based ‘on an actual complaint and subsequent FTC cease and
desist order, File No. 6423145 and on tastimony from the "Hear-

ings Befﬁre the Houze Subcommittee on Commerce and

Finance—91st Congreas, Feb./Mar. 1970, Serial No. 91-43—Class

Action and Dthér Cungumer Protection Pmcedures .
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_ f'reezer and ﬁrat delivery, next%!.'eek

. L - A . 1_}-' E L T,

Just sngn rlghihare :
The salesman arrived promptly at.seven Gclfmk tﬂ

_the conversation went.

‘Salesman: Good evening, I'm from t Freezekmg Com- . =«
pany. We understand ynu are mteres m savmg on your. s
food bills. " - - SR

. Bob: . My w!fg read yaur f‘glder and we. wnuld hke to' T
know more. = % I
Salesman: Yes, Sir. Our plan works thls way: You sign .

no price increases for three whole years. Now, here's a list -

_ of the food we supply. Look it over, Mra MIIEE, and-check

- the foods you usually buy. . . )
Dgrnthy Yuu db have a w1da Ealectmn Let.s Bee . . . B
&

Fme We -have’ a real Bppm’tumty tﬁ _pass. "

) along savmgs ta you beeause we buy in buﬂty whlch cuts

yin the ‘stores. And our fund is all. tap quallt.y ngde ‘A

Mrs Miles. You will get a delivery every month; and we . -
provide you w1tf‘1 a freezer to store it in for lesa than $E L 5
weekly. - -
Darothy: Put-your circular sald the frEezer was free .
Well, practically speaking, it is, because with",

. the savings on food, the freezer will pay for 1tself It won't’
cost you at all. In féct you'll come out shead in the lnng
run. Your food bills w111 ‘be less, and you'll have a'freezer °
too,

Bob: 1don't know, Dcmthy Snmehcw this dugn t sound -
right.
Salesman: Why don't you just give it a tr_v. Mr Mxles If

Let’

ry it, Bab, It wquld be. Such a helg to hava

; he. haby is due soop, and it's getling so
hard for me to get to the atore every week,.‘And winter'is ' -
tnmmg, which means getting everybady bundled up-when _ ‘
we go to the market. This would not' cmly save us mnney, It e
would make life so ‘much Ensibr;. oo
. Bob: Oh all right. Ify”' really wsnt it that much, we'll =
give it a try for four mcmt%:,s, hut if it daesn t work we Il
cancel.

Agreed : o 3% :
Salesman: - You' ve made'a wise dEElElGi f‘fﬂks 'You won't .

be sorry. Just sign right here at ynu r-ganaexpect your -
‘4 .

F'Ian IS a dls@ppcmtment
The freezer arrivedrthe follo
the ﬁrsi fund _order ﬁamé t}’l



O

E

Aruitoxt provided by Eic:

RIC

mmpany 8 hume ‘Emrmmlst

That evening Dorothy and Bob had their first meal fmmj

the food plan delivery. The meat seemed tough but wasn't

too bad. It certainly was not prime although they couldn’t

tell. because there was no government grade stamp onany =

nf the meat they recelved Neﬂ:her of them wantéd to
quallty 77777
Later in.the month the fo

About the same time, Bob received two coupon books
from a finance company—one for the food'plan requiring a
payment of $80 for the food received that month .and
another for $32 for the mc\nthly freezer payment, Some-
how Bob didn't feel like they were saving very much, but

he decided to stick it out and make the payments_ fur the.

four months and then cancel the whol¢ deal.

When Bob called the ‘salesmangat the end of four
months, he was told that he could eancel the food plan but
that he had Elgned a contract to buy the freezer and pay
- $32 a month for three years.

For the first time Bob studied the ccmtratt Ear&fully,\ He
had, in fact, signed up,to buy the freezer. Maybe he should
KRave read the small print more carefully, but he had
belleved what the ad and salesman said. Bob figured he
had-some rights, but he wasn't sure what they were. Hc‘
decided to fight back.

Help from storefront lawyers. -
Bob gathered up all the information he had—the con.

trac.l; ,a;mpts blll'%_ guamnt"a and thEVCll‘Luldl‘—dnd

ynung lawyers and law students wurl{?d on —r"mt cases for
a very small fee. Sl
The office accepted Bob's case for reView and determined

that the company had violated the law on several

_ charges.
supply was very -%hm—t and L
- .obviously would not last untibthe next delivery.

* monthly payments and total am

. thei

o I [

-bmunt%qdeceptive practices, false guarantet claims and

faiture to comply with the federal Truth-in- Laﬂ;lmg Law.

The lawyer studying Bob's contract discovered that the-
company failed to state sefreral facts feqqn‘éd by law,

including, among other items, a separate ltemlzatmn of
nt financed: the total
ﬁnance charges In dollar-and-cents amount and annual
percentage rate; the total amount to be paid, mcludmg all

‘The storefront liwyeriatceptéd Bob’s c*fqe and filed a °

Lﬂmplamt against Freézeking withYthe- Federal Trade -

Commission for Violations of the Feddral Trade Commis- ~
gion Act and the Truth-in-Lending Law. They then
brought a private suit against the company to void thf;\
contract and obtain a refund of money paid. -

The FTC investigated the complaint and other similar
complaints on Freezeking and 13. other firms selling
freezers, food and freezer-food plans. On the strength of
nvestigation and heéaring, the commissioners at the
issued a cease and desist order forbidding all of these

Fre

-énmpanies to make false cldims about savings, product
qu*llll;y and guarantees; to engage in other deceptive

practices; and to'violate the Truth-in-Lending Law.,
Bob's freegisl contract was cancelled. He cnllected puni-

* tive damages of $500 and court costs.

Focus for dlgcussmn

In what ways were Bob and Dmul‘hy e
1) by specific statements and claims and 2
information?

What did the Mileses have a Fight to know about the freezer,
the food-plan and the terms of the sale?

What statements and claims should have warned the
Mileses that the freezer deal was not on the level?

What mistakes did Rob and Dorothy make?

stved or misled
by mere lack of

Rgprmtcd from The Right to-he Informed thooklet from the Consumer Law Kit), published hyt

Changing Times:Education Bervice, 1720 H Sticet,

permission.

60

N W, Washingfon,

11 20006, by special

&9



; ‘: B -
K * W . * ' ! '
.0 . 53 ' H
. 5;, o ’ % Lo
L In stru tu:mal Act:vrty No. 10
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SR B o The Bottle Bill
g ) . v -
A ) t . ‘ ) LR n ? )
Recommended Use: - Senior, ngh *School E;{.Dnomlgs or Problems of Demﬂcracy ,%
Y “ courses. ' 0 Rl
+ 3 . = =3 .o ! &
. & Time Required: Two or three 45-minute clags péfiods! o oA "
Materials Rgt]mred Vi‘ii.iﬂl A d[ld multnpﬁé copies (one pﬂr st‘udent or one per
) .Jgroup) of Studgnt Readings Nos,. }%16 ; o
- : : :
Ratinnalg% ¥ This activity requires students to confrent an ongoing Gov- . -
_ . ernment Regulation issue, to evaluate arguments pr’o‘.am:lg
. . con, to identify the value compc@nts of the issue #nd maké
' ' decisions compatible with their own values, and to suggest )
, actions necessary to lmplemant Iheu’ demsmns = ¢
3 Tk
Concepts: Oppﬂrtumty cost, cost-benefit, third- party costs and bene-
. = fits, authority, power, public policy, gﬁstltutmn‘s partlclpas; ) '
% P tion, lobbying. .
Instrictional Given the accompanying readings and a series of questions
" Objectives: and. assignments, students will; .
1, identify the problem as pammvacfby the vanmﬁ\,s groups ¥
affectedéby it. ’ 3 ‘
. 2. describe the ts and benefHs of'a}térnmive courses;@f
_ action for dealing with the problem as seen by each of the
¥ groups. i CY P '
3. formulate their own jositions on thg. issues involved.
Notes to the Teacher 7 )
For useful background information see ~*The Econorfic Effects of Reqijiring
Deposits-on Beverage Containers.”™ beginning on page 63
When this guide went to press (Sprﬁ‘lg 1978) the M;i‘i'%*thll%Eﬂ% Bottle Bill had
not passed. and Wd‘a still a topic of debate in Ih; smtt ik
__ - ,? - - _
‘Teaching Strategy - S Pupil- Activity _
1. Imtroduce the activity with a discussion of the posi- . Discuss the document. o '
tion taken in Visual A (This was, a gummed label -
that was affixed to snft drink cans by [hE méan®ac- G
turer. ) & ' .
NHH‘“ It it is not possible tu li;#i“‘udllu: Visul . -
A on a transparency, for purpases of initiating !
discussion, the statement mjly he written (ﬁl the
board. ' .
2. Distribute readings Nos. 10-16. Ask studéts cither- Read articles provided and sort these as suggested.

ERIC
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individually or in small groups to read these and to
sort them into three wpiles—"'pro.” “con.”’ and
“uncommitted™” on the bottle bill.
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ST - : —
3 After sgmng@has been*:amﬁted ask studems to
list.the different Govemmem Regulation, Eroblem
*  dentifieddn the ® pro documents tind those ldEn-

- fified i n}i the “con dacumems*

5:1 HSVE the studems answgrﬁhe follgwmg quesuans

a What are the costs and be ﬁts of the Bottle Bill
o éﬁccordmg fo itg. prop@ne

,What are o cosis and beneﬁts of the Bottle Bfll
E%l accoﬁmg 1o its oppoﬁents’

; c. Do you have, y ev1dence @ith w]m;h to LleLl‘
" ate the argund . s
\ "d. What.values do me{ gponents of the Bottle Bill
3 emphasize? e
£. What values, to the %p@nems of the Bottle Bilt
Emphang’ v

F How has eagh side suught to havc its position
* adopted?-What has bi‘éﬁ the nature of the ap-
¥ péalh made? How dq you react te thoke appeals?

After C;ll’EfIJJ]y

.__;: you for or dgamsl passige of the Bottle Bill?

. How rmghl you get mvulv;d n subpmtmg your
PO qmsntmn? s

E i T -
Agk each stugem (either individually or in small
gr UEE) 1 prepare agposition statement—""pro or
wdbn'—on a natiomal Bottle- Bill. This statement
5 shnulg include an asse ;gg%cmlnf need as well as the

T egpected benefitsand co?

tel, Kdditions to or changesqof the legislatiof de-
scribed in- Reading No. 10 %hauld be Lmt,full?/ de-
‘ scribed. E;ﬁc‘rr‘ alterations should be designed to

answer the critigism# of thosg with differing

22

.

. views and should reflect an un érsmndm;_, of the
P positions ouflined in tie Ru&l‘ngs Possible gfrate-
; gies foty #dvancing one’ $¥position should be dis-

cussed -in the staterf¥ent. Dln:q.f:z,kr;n;u% to the
Readings shopld B¢ included in %ﬁppﬁmt 8F the posi-

. A
Y tmn taken. _ 7 .

th;i-

i e

-6, E\'aluatian A student will th(; suz;c;v:s's‘tully com-

®
1%

t;uns the following: _ &

. _a.. Major arguments in stpurt ufthc position taken
&
drawn from,several of the Read ings. i

b. Recogrition of -argumerts supp&ﬂng different
decisions andranswers to those arguments.

Discussiomof the costs and benefits of the posi-
tibn advocated. . .

& / =
: 5
= #

P,
@ !_‘Jf"
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weighing all the arguments. are . ,

of the puslkén advoca-

ﬁ.picteti’“thls activity if the positidn’ statement con

in thE ;sm and ° gon artu;:le%

Prepare written answers to questions a-h.
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Prepare a position statement- €ither for or against a
national Bottle Bill.
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by RICHAR

Threz New England states, Commcucut Maine agd
Massaclg:setts are now considering 1ﬁglslatmn to require
minimum deposits on containers for soft drinks and beer.
Although this type.of legislation would clearly produce
substantial energy and environmental benefits, oppo-
nents claim that these proposals would lead to*a loss of
jobs and increases in beverage prices.
that these ststés have extremely high unemployment.
-rates and can ill afford any”overall loss of job oppor-

. tunities. Before such legislation is c._onx;d&ﬁ:d, therefore,
" jts potefitial advantages and disadvantages must be eval-

k)
r

" turbulence in the brewing industry.

uated carefully. -

‘Aside from the impact of beverage container legisla-
tion, it is important to-note that this is a period of great
j Recently, for ex-
ample several brew&nes cloqu m Maqsacthettq and

cession or in the pi)SSlblll[y Df at:hlcvmg qavm‘ggyby CIDS—

ing old plants. In any event, these factors have a much
" greater impact-on employment than mandatory deposit

[oi

1

*

Q

E
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“legislation for containers. :
Since economic analyses have becn mmpletcd for
" Connecticut and Maine,* this artitle considers the effects

_of mipimum deposit legislation on ¢mployment and re-

tail beverage pnce? in Maqqac:husc,tt;
canclusnons are: . .. 5

The two major
(1) “the reqmremcnt of a minimum deposit on bev-
erage containers would increase employment op-
. portunities in Massachusetts, although payralls

e .
"+, wotld decline in certain industries; and

¢ (2 there is very little likelihood that the propesal
would produce a- noticeable increase In rttiﬂ
. be:vqraga prices; in fact, some prices mx;jht fall.

Y This article f@tu%e‘s only on the economic impac!
tory deposit legﬁl jon. For a comprehensive analysis of the
energy and environmental benefits possible from the reuse of

beverage containers which will result from such legislation, see *

U .S. EnvironmentalgProtection. Agency, Resource and Environ-
mental Prafile Analysis of Nine Beverage Container Alternatives,
1974, - -

z'®arlos Stern et al., Impm:ts of Beverage Container Legisla-
tion on Connecticut imd d Review of the Expericnce in Oregon,
Vermant and Washington State, University of Connecticut, Dept.
of Ag. Econ., March 20, 1975 and Mgrrough H. O'Brien, ‘Re-
turnably Centainers for Maine: An Environmental and Eco-
noniic Assessment, March 17, 1975, oo

. &

e

& -

b +

They point out -

&

1

= =
act of manda- -

63
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Teacher Backgmund Information
TheEconomic Effects of Requiring
‘Deposits on Beverage Containers

#4200 of. 1975) would require ¢

‘lnduqtn ) -

p W. KOPCKE

*
o

The legislation would hurt bottle manufacturers in the

state as well as individual bdttlers,”beer distributors,
retailers and can manufacturers. However, the adverse
effects™of the Ieglqlatmn would“be maoderated by pro-
viding m‘r{adequate period of transition for the industries
involved, and the benefits would be enhanced if all
New England states passed similar legislation. ¢

Employment Prospetcts Under the

M iiS‘SdEhHSEIZS Bill

The proposed Massachuselts legislatian (HGqu: Bill

containers¢to carry a minimum refundablr: dapusn (Sq},
on small containers and 10¢ on all containers hGldmg
more than 32 ounces) after February 1, 1977 A ban
would -be placed on the sale of cans with detachable
metal parts. All stores would be required to accept con-

. tainers and refund deposits on any brands sold in the

store, In turn, dxqtnbutars, would have to accept and
pay Yhe refund on thgge bottles and cans on making*de-
livery to the retail outfee,”

A minimum deposit law in Massachusetts would shift
beverage packaging heavily in favor of returnable-re-
Lyﬂlablt_, containers, since, only thrﬂugh reuse of the con-
tainers could the costs of the return process be recov-
ered. Employment in the manufactfire of beverage
containers ‘would decline, since fewer new bottles would
be required. Employment would, however, increase in
the bottling and distributing sectors; and skilled workers
would be needed to operate and maintain bottle clean-
ing machines, additional employces to collect and re-
cycle cans, trick drivers to transport the returned con-
tainers, “and pcr%anngl for» tHe additional warehousing
and, handling requirements. Employment would also in-
crease at retail stores handhng the returns. Table 1
summarizes the range of possible employment effects
of the pmpo%d Massachusetts legislation. The follow-
ing sections analyze the potential effects on EdLh of these

Metal Can Manufacturing. Mandatory d:pasit lEng—
lation in Oregon resulted in a significant shift to refillable
bottles instead of cans. Three firms in Massachusetts

& ¥ *

~1
)
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Empldyment Effects in Massachusetts of the
N Pmposed Legislatiﬂ -
o R
Range o] Employmeni
Changes

(in terms of Jull-time Carresponding
&lﬂdu’slr’y pasitians) Fayroll Changes (000)
Metal Can Manufacturing. ~ (300) —, i} — 5 4]
Gl 55 Bottle Manufacturing  (335) — (425 — (3,58H)
5 0 - 400 — 4,064

—_ ] 23

— 400 1,707

R,El,;ul Slqrcg — 1,000 1,207

Net CHange — 1,380 § 9ag

Diata on current employment levels from M chuseits [Departs
ree, 1974-5 Massachuzeits Industrial Directary and U5
sus L‘"::umly Bu:inrn FPaiterns, Massachuseils, IZ'}"j

SOURCE:

mbmabl: m hcv:mg I
amended to reflect the cla;mg of ih: N::dham br;mh 0
Company and the closing of the a
}lllmms Glass Manufacturing Company was :

range of employment changes was ¢
the Oregon e ce as reported in App
the Effectiven { [mpact of the Orevon Mini
of Cregon, De nm:m of Transportati: 1974, pp. i,
Hin i . Mulligan, The Beveruge Container Frable
it WJshanun

Marth 1‘1‘74 pp

. o s
of Gregon's Bﬁll’lf Blll Dr gDn State Un ,r:ﬂ(y l'r:a'f-
68-69 ond Statement 1o the Oregon Legisluture Minimtm

I Deposit Law
Study Review Commitiee, September 12, .

1974, p. 16
ThE f\gur:; do not include the pnsmvr srguﬁddry c,mplnymrn( mflluences
re, possible
hrewerics

Payroll changes were u::;lu:ulm:ﬂ by :\m’:l'
Maszsachusetts mr a particula

of Labor, Bi
and Areas l

Ey individual
" after lhg Itgl‘ilﬂllnﬁ W adopted.  Hee Apphul

‘p. iii and 1143,

manufacture metal cans for beverage use, employing 300

hlft in markct éhnﬁe WErc tn

perle and if a lellar

: woulcl l:n: thrsatéﬂed. Thc Dn:;;un prLrlLﬂ,LE w;lh cans

is, however, unlikely to be repeated in. Massachusetts for
two reasons. First, Oregon provided an incentive for
the shift to bot
tified, refillable, standardized bottles than for cans. The
Massachusetts legislation/does not include such an in-
centive, Second, the Oregon market was only a small
segment of the West Coast regional market, and all but

Cel e U RABLET -

lets. Cans have particular advantages for the consumer

" since they are unbreakable, light, arid crushable, and re-
- frigerate more quickly. ‘Finally, on the environmental -

side, afthough a refillable bottle is the ,most energy Eﬁié
cient of all container types, 15
nearly ¢qual the energy efficiency of rztumablg bottles if
recycling. rates of about 90 percent are obtained. - The
energy and raw material savings possible from: recycling

of cans are substantial. In summary, while Massachusetts’

could lose as many as 300 jobs in the can manufacturing
ry, it seems much more likely that cans would re-
tain their market share
ment irt that industry.
Moreover, the return system might create a demdnd
for a recycling plant, leading to new industry and ‘in-
creased employment in the state. While the Massachu-
setts retail beverage container market is not suffici tl
large to justify a metal recycling ‘industry, adoption

similar legislation by all the New England states could

warrant such a development. In any event, additional
employment will be required to shred cans for shipment
to recycling centers. However, Table 1 does not“include
any estimates of additional employment resulting from
cith;:r_ shredding or from a possible rgcyle plant.

,?lmw Baortle Mnnufm mr‘mg Md'!\tmhusctt\; has two

1!uymg an Eh[lmdl(.d SDO wurkers. lh; use Df n:ﬁllg,blé
bottles implies a decline in employment in bottle manu-
facturing, the extent depending upon both the “feturn
rates expericnced and the market’ share of refillable
bottles. Assuming an 85 percent return rate (approx-
imately seven trips per bottle on the average) and no

- decline in the use of cans, then employment in the in-

tles by allowing a lower, deposit for cer--

2 of the 11 rnajor brewers supplying the area were lo- -

cated outside the state. These brewers diverted bottles
préviously distributed to other states into the Oregon
market, rather than converting to cans with ng detach-
"able parts. Massachusetts plays a far greater role in its

regional market, and therefore the same results cannot
be expected to occur.  #

- Furthermore, the natural advanmgeq associated with
cans ensure.them a future_role in beverage packaging.
They are less expensive to fill, handle, ship, and store.
Also, recent technological advances have enab; ed manu-
fﬂcturgrs to pmduce both cans wu 10ut detddj hl; rmrt*-.

dustry would be reduced about 85 percent, a loss of
425 jobs. However, should bottles replace cans as hap-
pened in Oregon then more refillable bottles would be
quun’Ld althuu;:_—h total employment in the industry
Even assuming a complete shift to

bbmtleﬁ a m’;t l(]'ﬁ nf ’%?5 jnhi could still result.

stgtgd, F!fhl, to Lhe; extent that bnttlus manufactun:cl
out-of-state are used in Massachusetts, the switch to re-
fillables would result primarcily in declines in bottle im-
ports, implying smaller reductions in employment within
Furthermore, can and bottle manufacturers

the state.

do_not rrnt their pl‘ﬂdL!i:t!Dn solely to b;v::m;?c: con-
tainers. By increasing their production of containers for
ather™t of)» th y~might be able to avoid some employ-

ment foss, .

The first c;;mlumn of Table [ shows the estimated
change in employment under the. most pessimistic of
assumptions. In the can and bottle manufacturing indus-

resulting in no-loss of employ-

wi
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‘completely replaced cans as b verage containers.
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tries, the employment Joss would

mployment Jloss
Under
mdltmns the state would suffer losses of
f cans retained their market share,
be lost in glass bottle manufac-

th::se unlikely
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abaut 425 jobs wc:nuld

Soft Drink Bottlers and Canners. The bottling and
canning of soft drinks merely require adding carbonated
water to extracts and syrups which can be ‘shlppCd in-
expensively. As a result, bottlers and canners dre widely
dispersed an H\ﬁrvxcc relatively small geographic areas,
thus limiting the transportation costs associated with the
shipping of the bottled and canned beverages. In Mas-
sachusetts alone about 65 soft drink bottlers and canners
employ approximately 2,870 people. This figyre in-
cludes production as well as distribution employment,
since the latter is handled by truck driver/salesman
representatives of the local bottlers.

Employment opportunities in the industry wou
crease after passage of returnable container legislation.
More drivers would be needed to carry the returns;
additional personnel would be required for handling,
warchousing, and bottle cleaning. A studv of thg Oregon
experiente-estimated that at lgasl‘SZ jobs were added in
this industry following adoption of its legislation. Since
the Massachusetts market is more than three times that
of Oregon, a minimum gain of 240 workers might be
expected but, in fact, as 400 jobs might be
created.® * '

Id in-

a5

Malt Ligubr Production. Massachusctts has suffered

%,

k)

a decline in gmployment in the brewing industry in re-,

cent years:” In 1965, seven breweries operated in the
state, but only one, cmplnym;: 60 workers, will remain

clo

following the ing of thc Carling Brewery in’ mid-
1976. The legislation will have an insigniticant effect
on the existing brewer in terms, of the dddllmﬂiﬂ staff
required’ for handling returns ;mde‘.-bt?’;lf[[lLsthlmj (see
Table I). However, because the legislation will give, a
competitive adyantage to brewers located close to the
consumers, it may have a significant effect in reverfing
the trend away from local brewers and may t‘ﬁtrdnﬁi“ in-
crease employment in Massachusetts by anurggng th;
development of both local brewerics and regional plants

v
o rolls.

of national brmvar’iﬁ Sim:r: thi: pmf;ibility is qpcculative ’

even fD!’ the lTlDbL Dp[!mls[lc‘; estimates Df Tdble I.

_ _ Lo 5t

1 The estimate of 400 jobs was obtained by applying a han-
dling charge of $.17 per case, derived from Oregon sjudies, to
i dlLUld!lﬂﬂ crf th: numl:u:r Gf cases 5gld in MF{- achuseits, The
rate provides

o

.
1

Beer,

Wholesale Distribution of Ma%saéhusetts has
103 beer distributors employing 3,382 individuals. Pre-
liminary evidence from the Oregon experience showed
that one additional employee was needed for each 4.5
million returnables handled.* Based on the estimated
volume of beer consumption in Massachusetts, 180 new
employees would be required. However, cost data from
the Oregon experience including transportation costs
for the return trip demonstrate that an estimate of 400
new jobs for Massachusetts is reasonable.

TABLE II

Cost Changes Due to Conversion {o
Refillable-Retyclable Containers

(% per case)

Soft Drinks Beer
. Rattles Cans Botiles Cans
Wholesale Prices —%.20 —5.25 —5$.39 — %32
Distribution Costs —_ — 10 .10
Reiail Handling Costs 30 .30 30 .30
Net Change 3.10 $.05 301 $.08
SOURCE:

Wholesale price chunges are ¢alculated in the technical appendix.
A

il cost changes were estimated from dati on the
i E Systems and Gudiger and

and

 Retail Stores.
packaged liquor outlets would need to expand cmplcy-
ment should d mmlmum deposit program be cnacted,

Grocery sto res, supermarkets,

The Ore gnn data

()rdtr lD handle Lut;tnmgr r‘aturns
atu] fur every mllhnn I'Cll_ll‘l'ldbl(, L(mtamcrs ha‘ldlL
Masmghusu[s lhl‘% %uggcs[x that thL qu_llVdILl‘lt uf 2, OOO

lt;-VEl. Mugh le [hlh wmk wguld be perfm"’d byﬂpart—
time employees or by existing staff working overtime.
With greater use of cans than occurred in Oregon and
the installation of automated compactors, combined with
utilization of avertime labor and part-time heip range
of 400 to 1,000 additional full-time workers s prob-
able.

a
ms

- Aggregate Employment Effect and Impact on Pay-

Table I shows that in the aggregate the propose
Massachusetts legislation would create from 18§
l 380 dddltlanal ]Dbs lelldr ;mplcmymem mcréa:e

ed
to

,_Deparfme:nt uf Cmmmugc ;sl!udy Df tht: 1mpdct Df man- ~

65

4 This estimate was «derived by averaging’ the productivity
figures Pl’;‘a{fnl(d in Gudger and Bailes, The Heonemic Impaci of
Oregon’s Botle Bill, March 1974, pp. 46-48; Gudger and Bailes,
Statement to the i}ngm: Legislature Minimum . Deposit Law
Study Review Committee, September 12, 1974, p. 16; and Ap-
plied Decision Systems, Study of the I:ﬂzrnvumn and Impau:x of
The Oregon Mlmnmm l){’piﬂ” Law, pp. H-131-134,
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datory deposit legislation on the nation predicted as , reduce prices by switching to refillable containers. Bot-

s 33,000 additional jobs.” - " ters who have converted report, that recovery rates are

Despite these employment increases, there is concern comfortably above break-even points.” © ‘ ]
that high-paying jobs would be lost while any new jobs " Other studies have also predicted lower retail prices .
would I:e: prednfn‘inantly unskilled and part-timg posi- as a result of mandatory minimum deposit legislation,
tions. ase, the legislation could sull- - A reeent study in New York State predicted a drap in
result in 9 de;lmg in pdyrulls. However,, job skills and " ‘retail prices saving the wla[e‘s' consumers $40 million.
pay ‘scales in the soft drink bottling, brewing, beer distri- + Nagional survey evidence published by the U.S. En-
bution, and trucking industries are .comparable to those vironmental . Profection Apeney shows- that beer in re-
in the glass container and ean industries, - Qur analysis hllablc boftles sells far 5 percent-less than- beer in one- -
shows that employment changes for workers in these ™ way bottles, while the use -of m:ﬁlldbl; bottles reduces
industries would offset each other, with net benefits from ’ ~oft drink prices 'by 17 po‘Lpﬂl on avet g, Further-
additional gains in the low-pdying retail sector, Analysis “‘more, I recent [Lg'“n“)nv hcf”n [hL Fuiiudl ﬁddg Com-
of the changes in employment in terms of relative pay . “mission; sutt drink bottlers r{pnrtcd‘]tha} re 1rnahh: con-
scales in Massachusetts, also presented. in Table I, "mmua withi" reasonable rates 90f, ﬂu%g’?&r bilfe most . .

shows that the state’s payrolls could: increasg, from $1 - LLUH(HHILJI pite ]méL for the L(ln\l?ﬁ]Ll’ lh. Bostdn, a-
to 510 ‘1‘—1“10“= - < popular soft drink”in ‘r I6-ounce rqturaihk bottle selts
' : _ for two-thirds of its pnw m a one-way ‘bottle. Slmllarly-,"
Estimated Retail Price Changes . - a pn])ullr beer: \ull\ for 10 pergent less - in rglurndbj T

' . bottles. L
To assess the influence of rﬁmdalnr\, mininum  de-

s

Oppopents of this lcusl mnn,, howlever, sugg thilt [hé.,_ P
N g un:nplgldv to 4 reusable x,:(mlainc:r g
""" system would he (,\lerLl\"ng,h They believe thdt ‘the
whth ha\ no \ULh lz_u\l,mun, Jn(l ()ru_an u.,hu_h ducs, : o . ) )
- evidence nf “retail. px;\u surveys & migeading sinee re- R

jers are a I'lel}\’ lv minor furm of b age

osit lep ulllmn on ILmll bc;n;m ¢ prices., surveys have
P ‘I:’ “ 5 f Cosls nl switel

Two years after the enactment of the legislation ‘in
it tnLhrr there for

" usable cohl
pq;l\ g lmld
requirg: kuh\mm

o ) k alter the cost sructyge of hcumy.g dlrmsaslg,mhumly
priced in both states. Moreover, beveriages mnthese con- T le”de that. Uhe added expense

Oregon, beer prices were 2 to 3 pere

At mdjur shift o l»hc%g conti HHLT% waiild

regional brands than in Wdahmuun However., sOft
ainers, were s chmparably

! amounts of inyestment and would

drinks sold in reusable -con

ese nppnnulh have

ainers sold for 20 to 25 percent less than throw-aways '
tainers sold for 20 to 25 percent less than ng.( V-awiy \wuld drive ip Folitl

in Washington.
n ashingto o Lt Tuble 11 !;umﬁfm
In Vermont, bottlers and brewers were inifially, re-

who(es n@mngu in the
ery resulting, ffom a consi
ontainers.. In spite #
net cost inereas

| ) ’ ol - | S coits of é.udu mul hL
uctant to introduce reusable contmners when nifirgum

rod ! A version to refill
deposits were required for all beer and soft drmk pml-.— "

ahlg
packaging system were frustrated since used ‘;nnldlm_rs

o gencrous estim
ages.  Therefore, the potential benefits of a recy

. tahle clearly shot
nificantly at most

were discarded and retail beveraze ‘)I',ILL‘,‘ ot Nows g
- TE As explained

however, many Vermont beverage wholesalers areydise ‘2b 1hly drup;ag! lum 20 Yoo
bottles ‘m(}la‘?? cents per _
Sinrilur analvsis? “indicates that - " .
“beer \éycmld LIHLF%\E at least 39 '
n 1 1@ centg ﬁg for cans.

T ‘i}@ Lhmpumnl

k } . o T | prices of soft drd
covering that they ¢an gan com setilive advantapges and
£ Y & l ¢ ges Al LLHIE per casefor
R —— £ H lv
v . casetfor 12 QLN
5 Qudger and Bailes, March 1974, pp, 68 fp‘! pumdu duu on SRR
' this whole
lh;: Orepgon cxperience, Carlos Stern of al., I’mpmn of Bewerage . o
anfainer li'gn’m‘lmz an CondecHeal dite Foview of the Fx- L‘L‘ill%?‘;pt;r case-for ho
ence in Oregon, Vermont, and l»ir”qth;;rnn A Nfi[lrt;u;_h, For b s ind hrcw

H. O'Brien, Maine Citizen fnr RLImn ;,h1u e s, h‘: turn-
of lhg‘% vdrage nat'
‘ Tf shlens,

alile Cmu‘uumn fur l\ium
tainers whidh anpjlsL
Jh Ve [ unmun £,

erpln)mL 1 mcreases for "Lélllkml\ savings made Pﬂ‘a‘slhk h} f*@?

by the ULE. Department. of OV | . -
ergadow lnLrLd\LLl SXPense
& T, Impacts-of Nunmml Reveruge € mu‘imwr L 'pl‘ : [+] p

oy g iE s

urgsu of Dtji‘nulm (umfnm'u_ Sluif
s o ‘e ’
perc al, pf ﬂrg_gf)r? bedrs ardgbr ‘-s "The Vumunl (qun‘n 4 Hﬁg y'- Litter Eviluation Com-

A H‘{ufhpml,jlm nsl‘s CAn- m “Hepott 1o the (mvt.rnur o, December 1973, pp.

X on Begr - 2 ff ! Y L

a 4 Umiu] States uf Amerita before lﬂ Fuluui Trade Commis- ’

*sion in the malter of the Cocr-Cold u MNuhmber - .

HK55, Ociober 3, 1975 ot '

sale pricet

i

the gxmn%{;
almost half

I’th’ll 1ry_
the U5,
[ nrn'

%3 whole have betn n adle ol
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The' prediﬁted reductib’n in whclesale Prices‘is sube '

1, ¢ over several years, preventifi

racycled alummum cans. Paymg a bounty fur thz rétur?ﬁ

; of its boftles and for aluminum cars, the brewery has ex-

to be economically advantageaug

Oregon data show that beer dnstnbutmn _handling’

perienced high return!rates and, has found the pmcgsq,

. costs and amortized investment expenses increase by 5-

10. cents per case with the bulk of thg charges due to
- labor costs. - Although cans are less expénsive to handle
~ than- bottles, a 10 cents per case increase is applied to
bmh farms of packaging for beer distributors. No cor-
respgndmg expenses are shown for soft ‘drinks because
-distribution. f:crsts are included in the wholesale prices
charged by bmtlmg -firms.

- Retail expenses increase as a result of the added em- -

. ploymgnt and; capital investment required by re;yddblg
. <teusable packagmg Each 350 bottles returned requires
] appfommately one manhour of labor to process the re-
- wirris; handle, the deposits, and undertake the necessary.

bockkeepmg Allhnugh cans are more casily processed

4

ment t:xpens’e_, l[he retmlers may fe 2 capltal invedts

buy mmpac[gﬁ In any event, at vug}gLnerDu5 estimate
of théjnﬂrﬁaqed osts prcru:nccdir;y soft drink and malt*
béverage retatters ; S*'iﬂ ;:éng; per case. The ngt effect

Hat ratax{ pm:t‘;q qf,bef:r ar. S%QJ

' 1ahlé—réc}5ul;1blz bﬂv;rage c,nnt,anne:>

: ﬁ% In fagt,
ﬁxzi' Tetail prices

§

irk

DESlrabllgty nf an A%EQIHHF th‘é’ in Perigd

To 'é;;vaid-fsj‘ ";uf ‘the pﬂtentlaﬁ-l adversecconomic ef-
fEcts, any m' 1daty ry d&:pmlt ngl&.lE[lOﬂ should bc en-
é’qtlvc date. one or two ycars afth t!

"

{ f,"[u_turcrs then would be
¢ demand for béverage

purpase.s [hus minirmizir sloyment losses.  Manu-
- facturers m:mld develap &ans without detachable parts,
thu'% a\fmdmg ;ht: st%arp acclmu in the mgrku share of
bever
Sqft-dfmk,’ﬁal;tlers a

ERI
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“than ‘bottles, wnce agam the same estimate of labor re-
‘quirements has been applied.-:In addition to the Emplo A/

,dltiﬂndlbstumgc space Of g .

ok chgngsﬁu retailersishows little hkglﬁmud
’ﬁuld rise by more than’

¢d to affow far adjustmentséin the af-

1din cau% that was EKpol;nLuj in EJ]’LEDH:

- Exaccrbateg b

*

‘ uttlm suitable for other
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_ gion. This could allg

-~ efficient reeyclin

and the necessary-capital inve '§fj -!‘ﬂs couid bc;: spfead ‘out

“ﬂmsg ;nses Fm;ﬂly,

. I'Etr:lll SIUI’EE- would hav; [lﬂﬁ_‘ 3y

cnmpdgtmg ma;:hmcs,

Throughout the
A mandatory di

if similar legislatio

_dustry, since toge
generate a sufficig

‘grlumr. Di‘ rcturnu:l ;an% ta pgrmlt
hus EIHGW for a c:.ntrally locatéd
)

; _Df tha N::w England statés

regional recyclin

€nty
‘Furthermore, tglic
a5 o

~{egislation. ﬁqgf
to-comply ‘wi
t'hii:irf sales ar’

The mcen[lvcs fm* g
bottles, increasing th
alsb bc ;n;atéf i

+ Whil¥ fhe envirdnmental, employment, and price ef-
fects of the proposed mandatory deposit legislation are
all C?K‘Et:;tgd to be positive.in the aggregate in Massachu-
The adverse impact of the lLEI‘s]dllUﬁ on certain
s highlights the ‘need fo examine alternative

ernative prtjpmal' is d4n outright ban on the
mefillable bottles and norirecyclable cans, but
nmhmg tuch a ban would, encourage the return of
mntamui& In addition, unless provision were made for
a gradyal {ransition to rtumbie containers, such an ac-
f‘élhﬂ would probably have severe adverse economic
Effects, indluding immediate curtailment of employment
in the glass and can manufacturing industries.

Another alternative is a progtam to tax cans and bot-
tles as potential litter, combined with direct government
sponsorship” of r;;y;l;ug and - resource recovery pro-

L4

o
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- faciors are especi

“impact of the legislation

grams, public education.and litter recovery. Vermont
initially adopted a litter tax, and one is now levied in
Washington state. However, encrgy savings from re-
source recovery and recycling are considerably less than
those associated with direct'fel]gc and educatian and
pamcular!y sucgessfulé“

A review of the alternatives by a New York State
Senate Task Force led them to conclude that only

mandatory deposit legislation can provide substantial -

direct benefits:
Requmng thdt a dé“p()snt bc p]au,d on all bELF and mtt

ncnreﬁllab]e battles or cans) wnhout pﬂ:‘erlme thm
spéciﬁc types uf CGl‘ltd]nET bc LSE:d pmvxdu a Lill'LLt
cans to retarlarq Such a. rm:chmmm forces b;v;ragg
manufacturers ,to deal with emptied containers, thus
encouraging the use of refillable or casily recyclable
containers. The deposit approach takes advantage of
an existing, proven mechanism; does not restrict con-
suners or producers from using the container they
prefer so long as provision is made for its return; and

8 Mew York Senate Task Force on Critical Problems, p. 34-44,

. &
Mandatory botile legislation will alter the cost structure of
the bottling and brewing industries. By sumulating switch to

reusable containers, the legislation will result in inc
to the I;!mllLrs due to each of thc following:

LhE return lrlp t \pmmiicm
) fequ:r:d cleansing of refillable botiles;
"« warehousing of refillables;
# inveéstment for processing reusable containers;

» heavier cartons needed to carry returnibles: and
s new and heavier botiles.

On the other hand, cosis will decrease through the reuse of
bottles and carton d the recycling of cans. Savings in these
ly significant since containers comprise nearly
30 percent of tolal costs,

This appendix analyzes the likely direction and comparative
magnitude of soft k bottlers’ cost changes under ndatory
deposit bottle legis by weighing the impuacts of cach of the
above changes. Similar analysis applies to brewers’ costs. The
data are' drawn from the experience of Drc;{nn in 1972. Al-
though the lével of prices has changed since then, the relative

Table [ presents a compa f
1 ble soft drink conlainers.” The Lumpnn@nh qumrmg ad-

1 costs under the returnable system add 53¢ per for
“bottles and 47¢ fﬂr cans. The comparuble figures fol beer ure

68

E

does not re nc; innovation wh]]t: minimizing govern-
ment intervention in the marketplace, Only those
CDnsumcrq who dscnde nDt tD n:turn cantamers are .

tmns) o

The mandatory deposit.” kgls]atfi@ﬁ currently pro-.
posed in Massachusetts provides for considerable en-
vironmental benefits. Fortunately,-the foregoing analysis
has demonstrated: that the proposed law is not intrinsi-
cally detrimental to employment opportunity in the state. &
Morcover, retail price levels may actually decline, How- -

Conclusion .

ever, some employment loss may result in the glass and
can manufacturing industries. Establishment of an ad-
cquate transition period to enable affected industries to
adjust their technologies will help efsure a minimum of
job losses. Acceptance of the legislation by both industry
and consumers in the period immediately following its
adoption is vitally important to its success.

W bid., p. 3. o .

as rLﬁHablc hmtlua

reflected in Table 1 is heavily deJLI‘IdCI‘Il /
¢ both the sorting/handling and delivery

es of ﬂvcmgc hourly mrmng% fﬂl‘ pm-

and 1:*1[1' ;xl prcmL
lhz= lgw,l uf incre

are lnbmr inlen:ﬂvc.
dutlion wmkcrs
i erefore lhz= cust increases asso-
y ﬂverslaled fpr Ma\snhusclls

of coﬁminuh Botiles reused
ﬂuld rgsull in savings of 64¢ per case. The cost*
be signifieant for recycled cans. Energy use
in producing re cled tock would be negligible compared
io processing bauxile, capital investment wc:qld be only 6
percent of the amount necded o starl with virgin ore. Savings
of 62¢ per case could be achijeved.

As a result of the i wholesale costs would be expected -
to decline upon ¢ on to reusable containers. Several, |
factors, however, would be nev;dv;d m realize lhESl: xavmgs ’T‘hg '
lnpp\ e per container would |
and ¢ would have to be rccydcd 1f bgvnragcs were snld m
LE ll‘llefd bottles, reusable by several firms, considerable addi-
tional savings would r t. Compalible legislation among the
states of the region Id provide additional incentives for
standardization of bottles and thus would increase savings.
Finally, substantial savings could ﬁl%ﬁ Bg effected by careful -
transportation planning .so that, for example, trucks combine
deliveries with picking up mely containers. ¢

mvmg ‘would

~J
~]-



APPENDIX TABLE 1 .
Comparative Costs Per Case of Returnable and Nooreturnable Soft Driok Packages

’ _ ’ Summer 1972
o ) One-Metal .
: _ 7-Trip . Aluminum Can
: - Refillable One-Way ,  (12oz) Nonreturnable
) ) Bottle Boiile ~  Made From - Can
! (12 02,) (12 0z,) Recycled Metall (12 0z,)
H!ghsr Costs H»’nh Returnables
1. Sorting and Handling2 ' $0.18 5§ — $0.18 5 —
L2 Dslw:ry (including inbound frengbt)* : :50 33 .50 .29
3. Manufacturing, warehnusmg, and 2 » . ,
jngredients? . .60 50 45 A5
. 4. Amortized capital costs .08 — 08 —
. Lower Cosis With R}mmaﬁfz’s - ) ’ '
5. Container costst .26 .90 A6 1.08
6. Carrierst IR A3 0 13 .13
,ﬁc? Cast Change
7. Crowns . . .04 .04 — —_
' . e ) —_— . ) —_— _—
Average cost per case: soft drink-packages -$1.78 . -=:$1.90, i $1.80 $1.95
After mark-up? $2.49 $2.69 $2.51 $2.76

Since soft

oy

O

ERIC
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sumed that the 3¢ ce

& Refillable bgme; re
bottles.

t Data in this column in categor
in handling, the costs for. ¢

1 and 2 are hased on expenses associated with refillable bottles. Sinee cans are lighter and require Tess caggnd space
therefore overstaied, .

2 These categories include significant labor costs, which are l' cr- i Dﬁ:gan thi riment of Labor, Bureau of Labor 5 atisties).
They are based on i 95 percent Oregon returh rate. These data used for by ed by Gudger and B.ul;s, Zeptember 2, 1974
{p. &) as well as Emgham and Mulligan (pp. 172-3) for dyees ng the cusl ;1dvanl.1;.ﬁ ui re bie bottles over. one- Wiy bnll]LS A jortiori one-metal
€an expenses could be overstated. :

1 The 10¢ differential bslweeu
the Dr:gnn Le

lable and one- way bottles has been criticized as being “excessive.” See the statément by C. M. Gudger and J. C. Bailes o
1974, p. 6.
.

is 5$2.55, the ],'mu; per caze of ¢
ctive botil the price of returnable soft

deposit .lppllES nonethelesa. As a result we overstate

"l"he price per

The return rate is 85 percent. The deposil is 3¢ per uait,
i more than twice that of returnable beer bottles. We as-

¢ heavy duty but reusable cartons, The net cost of these is slightly less than the cost of non-reusable earriers required for one-way

p of 41.5 percent was used in these caleulations, reflecting current industry patterns. The mark-up represents return to eapital and therefore iz
nol app to item 4 '

% -
N R X
3 ) F' ‘;,
b, ! 3
 Source:  New England Economic Indicators, March 1976, Federal Reserve Bunk of Boston, pp. 1-7. . ;
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Questlon 6

LAW PRDPDSED BY INITIATIVE F‘ETITlC)N

Controls on Bottles and Cans

Do you ‘appiove of a law summarized below, which was
disapproved by the House of Representatives on May 3,1976,
by a vote of 146-85, and on which no vote was taken by the

Senafa bafaré May 5, 1976. .

Summary

‘The prnpaséd act would require every beversge contalner sold or offered for

£

Student Reading No. 10,

3§
O O

- - sale in the Commonwealth to have a refund value of at least five (5) cents,
. and would prohibit the sale of metal.beverage containers with fllp-tops. it
-+ swould apply to. containers for beer and other malt beverages and to soft
drinks. it would not apply to containers for dalry products or natural, frult
juices, nor to containers which are biodegradable. . :

The act would authorlze the Secretary of Environmental Affairs to certify

cantalners as reusable or recyclable. It contains both enforcement and pen-
. ally ,pl;cjvlslans and would take effect on February 1, 1977. »

A YES vote is a vote to establish the prapaséd controls on
beer and soft drink_bottles and cans!

I3
I

A NO vate is a vote agamat esfabllshlng the proposed con-

trols on beer and' soft drink bottles and c:ang

Full Text of Law

An Act to provide economic Incen-
tivea for consumers retyrning bever-
age bﬁﬂies .and cang.

‘Be it eriav:ted by the Psuple and by
- their Authantk

SECTION 1. Chdpter 94 of the Gen-
eral Laws is hereby amended by add-
ing after section 313 the following
nine sections:— '

Saction 314.
314—s, 322,

In lhls saction and sections three
hundred and fifteen to three hundred
and twenty-two lncluﬁlve the follow-
ing definitions shall gy igly:

(1) "'Beverage’ asns bear and
other falt beverades®#oda, waler or
dimilar carbonated drlnka‘ and
mineral water but ot include
dairy products, na
wine or spirits.

Definiti@ns for s.

which is pnmanly c@rnppse:l %‘; glaés.

metal, plastic or any combination of
those materials and is produced for
the purpose of containing a beverage.
This definition excludes containers
made, of biodegradeable material.

{(3) 'Bottler’” means any person
bottling,. canning or otherwise filling
beverage cohtainers for sale to dis-
tributors or dealers.

(4) "Comsumear’ maans any person
who purchases a beveragé in a bever-
age container for use or consumption
with no intent to resell that filled bev-
aerage container.

(5) “'Dealer” means any person in-
cluding any operator of a vending
machine who éngages in the sale of
beverages in beverage containers to
congumers in this commonwealth.

{6) "'Distributor”’ means any person
who engages in the sale of beverages
in .beverage containers to dealers in

the commonweaith including any bot-
‘tler who engages in such sales, :
(7) “Reusible ‘t?é‘verage container’

80

"with |

means any beverage container o
constructed and designed that it is
structuralfly capable of being refillad
and resold by a bottier at least four
times after its inifial use.

Section 315. * Refund Value..
~Every beverage container with a
capacity of less than thirty-two (32)
ounces sold or offered for sale in this
commonwealth shall have a refund
value of not less than five cents; every
beverage container sold or offered for
sale in this*commonwealth with a
capacity of thirty-two (32) ounces or

.. more shall have a remnd value of not

less than ten cents.

Section 316, Deposits; Refunds:

. Excagti@ns,

(a)jEvery consumer shail deposit
ihé teamr the refund value of
each ybeverage container purchased
from that dealer. .
*Full text of Law is snm‘amed in z‘hs
original document, .

Y
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MAJGRITY REPORT -

L.abgr, aﬁe_r careful and. ﬁgnslderata

- deliberation, has ﬁaﬁgludsd that H.
4200 "ought not to pass.”

On March 30, 1978 the Cnmmntee

" held a hearing on an Initiative petition
"+ H. 4200 along-with a number of othar
" bills which would impose mandatory
__d’éggsits on beer and soft drink con-

tajjers. The hearing was well attended
by-/both the proponents and- oppo-
nants of this bill. There was strong
environmental support for this legisia-
tion, but there was equally strong op-

_ position from both industry and or-

ganized labor.

-This propased lagislation wouid re-
quire all soft drink and beer containers
to carry a minimum refundable deposit
after Fabruary 1, 1977. A ban would be
placed .on the sale of cans with de-
tachable metal parts, All stores would

# be required to-accept containers and

rsmnd deposits on any brands sold in
the store. Distributors would have to

accept and- pay the refund on their

bottles and cans on making delivery to
the retail outiat.

Those urging enactment r:f this
meastre did so primarily on environ-

- mental grounds. It was their conten-
. tion that H. 4200 would reduce litter

and save on energy as a result of
encouraging the use of relurﬁsble re-
cyclable containers.

QOur analysis indicates that H. A‘EDD
could resuit in a reduction of litter. by
anywhere fram 10% to- 30%. ; at
maximum.

In terms of energy, the savings, if
arry, is not clear but most likely would
be minimal.

2

E

siva unsnghtly In,tsf ls lndeed unac:—
ceptable and the act of littering, rust
not be-tolerated in today's sagléty on
environmental as well as he t!;hand
aasthetic grounds. i

The Committee also, recagnlzesﬂha
need for development of solid waste
disposal systems which, combined
with proper recycling activities, will
lead to a much better use of our de-

. pleted natural resources.

However, it is tha opinian of the
Committee that H. 4200 is an unac-
ceptable technique for Massachusetts
to adopt at this time. It would result in
severe advarse economic impact to a
positively ldenuﬁabls group of citizens
while preducmg an ephemeral posi-
tive resuit in the &rea of reduction in
solid waste. .

SEErELEry m‘ Eccmu:rnn: Aﬂaurs Ht:w—

qummercé and Develgpmem John
Marino have astimated that as high as
1000 men and*women in well plying
jobs would lose their work if H. 420(3
we'e enacted. .

In addition, there woulﬂ be an addl-
tional adverse impact caused by the
necessity of spending millions of do!-

‘lars tos convert facilities to all-
‘returnable containers. -

It is obvious that if H. 4200 became
law, retallers, bottlérs and distributors
in border areas within the Common-
wealth would suffer.

it is also obvious that if H. 4200
became law, it would create an incon-
venience to the consumer.

It is the opinion of tha Committee.
that this legislation would leave 80% of '

.'2

deals with- ﬂl‘lly a smsll pt:rlmn of a.
very large solid waste and racycling

. problem.

It is the opinion of the Comynittes
that enactment of H. 4200 would
ereate an extremely high degree of

- economic dislocation and Wwould

further damage industrial pan:epnnn
of the posture of the Com anwgalth
It is the opinion of thé Commijttee

that H. 4200 is an apprgach to a prob- .
lem which- should be taken on.-a re-; .

the Gaovernor request the New Eng-
land Regional Commission to investi-
gate this feasibility.

The Committee therefcre
Shat H. 4200 ought not to pa:

9 ncludes
ass.

The signers of this report state un-

“equivocably: that H-4200 E!LIGHT NOT

to pass. .’

‘Rapfgsanfarivss
Richard H. Demers
Begnard D. Flynn
David J. Swartz
e .Royal L. Bolling
Bruce E. Wetherbes
Norrls W. Harrls
Aichard F. Finnigan
Robaert M. Penta
Andraw Collarg
Edward Shortall

- O. Roland Orlandi
Raymond A. Jardan ”

Senator:
John H. Flizpatrick

r

SR iy
MINORITY REFD&(}

The urndersrgnsd dissent from the
majority report of the Joint-Legislative
Committee on Commerce and Labor's
adverse report relative to H. 4200, t_hé
initiative petition, which, in affect,
would ban the use of non-returnable

bottles and i:ans ‘for the following rea--

s0NS:

Although there is a possible job loss
cited by the opponents,
judgement that the new jobs resulting

from such legislation would offset the

potential job loss.fTherefore, no signif-
icant ]ab m\:reage or decrease would
occur by the passaga of this legisla-

_tioni. It is likely_that the advent of re:
turnable containers would inctease’

the number of jobs in the transpgrta-

it is our.

.. productive 1
" :gconomic interests of the Common-
wealth as wall ae=the nation 45 a-

tion, hsﬁdlmg cleaning and rec;yc:lmg
of thsse containers.

Secondly, the further r;ammuanr:e
and -encouragement of a public
“throw-away'~ policy relative to our
manufscturad products is_counter-
to  the ~lang-rangg

whole,

Thirdly, this Iagnslatmn would most
likely increase the number of domestic
bfewars and/or bottlers since the long
distance shipping of returnables to
out-of-state brewers and bottlars
would be inefficient and unecan@mn-

']
- cal. . .

Finally, a crucial and dEBT@VE factor, .

81

this Iegl;latmn will hgva i 5
‘the solid waste problems of the indi-
vidual communities and the ulsightly
litter problem on our state's h’:ghwags

The underslgpgd endurse %lls Iagh-
lation with the strong recommenda-
tion that the Legialature shPuld also

enact appropriate legisiatich grant-
Ing relief to those a ﬁ/i'Ed industrles
In order to allevia¥@ - ‘any p Ible

economic dislocations resultin frﬁm

the passage of this amendment. = = .

analors:

llan R. MeKinnan
Edward L. Burke -
Robert A. Hall ’ L=

o]

' _gional view and we recommend that ’

o
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‘reverts to the people.

MINORITY REPORT

Article 4B of the Massachuseits
Constitution éstablishes the initiative
petition process as a means for the
people of the Commonwedlth to

achieve -construgtive change through -

direct action. The General Court must ~

respand to-such petitions.within cer-
tain easily,understandable limits.
If.that response proves unsatisfae-
tory, under Article 48 the people can
make the ultimate decision. If the
General Court rejects an intiative peti-
tion, the result_is democratic in thé

purest sense of the word; the decision ~

Altht:ugh the
cess is Qf ne::essny somewhat inflexi-
sevaral appgﬁumnes to fr:restall any

possible problems stermming from that

-constitutiorially mandated inflexibility. -

Unfortunately, the General Caurt has
revealed an.inflexibility of its own far

‘greater than that of the initiative peti-

tiﬁn process. Tha Gahéral Court hasg

.mg any Qf ;everalfthar propo,als

The initiative petition's' chief spon-

sor filed 'a duplicate of the initiative.

".petition in amendable bill form (now

numbered H, 3544) explicity intended
a5 a means fc:r’ a negétiated and con-
actual pémian This bill ha, to date
produced no such response. The bill
has received an adverse response
from the Committee.on"Commerce
and Labor by being referred to study

-by a Commission.

Eight other bilis, which in one way
or another would deal with beverage
containers, have also been referred to

etition pro-*

a study although similar proposals..

have been filed in the Ledislature and
been the subject of public hearings by
this or other commntaas du’nﬁg the
past several yéars,

Apparently, the Committee’'s ma-
j@rity’ wili accept no majér prcwi'ir:m of
CEH‘THTIIHEE £ ma]arny wauld TESpﬁﬁd
with approbation only to the complete
abandonment of effective control of

- litter proliferation and resource profli-

gacy.
The C(‘jmﬁ‘imEE has chosen to reject

will respond more constructively,
either by enacting House Bill #4200 or
by enacting some version of House Blll
#3544 befora May 5th

3

=

_every one of the several proposals. We- 7
earnastly hope that the General Court

%

Th%;, mmatwe. pahtlon would require
that-all malt beverages ahd soft drinks
be sold with a container refund value

of n;}&ess {Ahan five cents. The petition *
- doesg ﬂbt ms

ate refillable bottles as
some appap§ s would suggest, but
rather establishes an ektogomic incan-
tive tg return and althar re-use or recy-

. cle beverage IZQEIEIBETS We submit -

that should thig petition ba enacted,
any adverse economic effect on pro-
duction of cang and botlles wouid be

) substsnhally Oésr: than that rasunlng

!ory stamtas in mher jurISdIEIIDﬂS
The question® of &conomic impact

should also be examined in the brew-

ing and bottling sectors and -at the
whaolesale and retail sales levgls. It is

‘alleged by some that local bottlers
would be adversely affected by enact- -
ment of this petition, We ‘are con-

vinced that- the proliferation of the

. non-returnable container hasg bgen a
significant contributing factor.in the.

decline of numbers of breweries and

bottling plants in the commonwealth

and the concurrent declinein num-
bers of persons employed in these
facilities.

negative aconomic balance as a result.

We believe that the enactment of
this patition might well help to correct
the econpmic balance by ehcouraging
the resifrgence of local brewers and
bottlers and expanding local job st
portunities.

Similarly, we believe that additianal
employment would ;be created in

transportation and siles facilities, al=

though not at a cost which weuld
negate the savings enjoyed by con-
sumers frof h:war cost of using
refillabl

e»‘éfaga rnarkat Naw
E@ rtiynities can als Qbé
hagréclalmmg and pro-
3d - atal, glass and plas-

an@nd the more obvious effects )

which are measurable economically,
other positive results of enacting this
petition would be seen in a reduction

of roadside litter, reduction in the bulk -

and weigﬁ't of residential rubbish in-
cineratad or buried, and a lessening of
the rale at which we’are expending
energy and depleting aur limited sup-
ply of irreplaceable natural res0Urcas;

We feel strongly that reducing the

gquantity of cans and bottles entering

= 1.

&

Massdchusetts is a net im-.
porter of beverages and suffers a.

: Qﬁ! pgrs’ in a larger per-,

the waate str‘eas will 5|gn|t|w:ant|y re-
duce disposal costs, energy consump-
‘tion, ;environmental degradation and
the USE of :land for landfills. Why
‘shodild the number of beveragé.icon-
~tainers be allowed to muitiply when
certain types can be re-used or recy-
-cled? Why should unnecessary costs
be incurred for solid waste dif
and cleanup? Why should the local

citizen through his property taxes

needlessly subsidize the throw-away

. container? We believe that the -provi-

sions of House Bill #4200 provide an

* appropriate means of réstricting bever-
age containers fram the waste stream

and encouraging thair recovery for re-

. eyeling or re-use: )
.1t has bed#n shown clearly over the |

years that the polluter of our air, the
abuserof our watefs and the excessive
‘user of energy must be constrained by

legislative- action for the public good.

*‘We believe that the provisions of fhis

petition are appropriate constraintson, .
non-returnable containers, an e&ffluent :
ollating our land, Wwasting -

which is
.Bur resourtes and consuming energy

wards ' [

+ The'General Couﬁ has the BppDr!u-' -

ity to &ct favorably i this session on
any recommendation of the Spemal
Commission on rién- returﬁabla bot-
tles; but we believe that the recard of
that Commissiqn to date makes an

favorable actmn an unllkaly pDSSIb,_

ity.

Alternatively, =the Eanaral, Gourt,
sho®® House Bill #4200 be approved
by the people in Novembéar, may
amend any provision, defer the im-
.pig:; :ntation date or take such other
action as may in its wisdom be consid-
ared appropriate.

In our view, H(:use Bill #4200 rnants

Court has to date been mfla;gble in its

response to similar proposals, and we -,

hope that each branch will soon sae fit

to respond constructively and affirma: ™
tively when the matter is thEd on by -

roll call.

VR

The signers of this report state un-

equivocably that House BIll #429@)}

OUGHT to p&ss -

Senator ﬂsnald& MacKenzie |
Representative’Nils L. Nordbarg

L

/ithout commensurate social re-

X
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QOregon bottle bill
Litter reduced, store costs up -
By Dean Smith. . L
_;!Spgcial to The Globe ' ,

v- " PORTLAND, Ore.—Four y’ears: after its engct-‘

-
.

. ment, the Oregon bottle bill remains so popular here .
that its opponents say they are afraid to voice their

objections publicly. S o
 “"We're disappointed,” sgys one disgruntled beer
. distributor, “because we're faving to stick our heads
_in the sand to say it’s working, when it -hasn't.”
The split in attitudes -about the law, which

- . placed- a’ deposit on-all beer and carbonated soft

drink containers, has been one of the consistent
.threads in a highly emotional issue: :
Congistent also has been the inability of propo-

" nents or opponents to unravel the complex ramifica-

tions of the law to prove that it either is working or’

has failed.

o *I don't think!anybady really knows 'the total

impact the law hds on us today,” says Chris Maletis
III, president of the Oregon Beer and Wine' Dis-

- -stngntégeadi-n No.

popular

H

tributors Assn. “The facts have been manipulated.” .

Nevértheless, state government and Oregon’s

political leaders remain’ solidly behind the  law,
. -which they claim has significantly reduced rgad; '
. litter, resulted in a net increase in jobs -and #ved
- enough energy to heat 12,000 homes annually.

ide -

Gov. Bob Straub says he is a “very enthusiastic

supporter” of the bill, as was former Gov. Tom

‘McCall, who-is appearing in Massachusetts, Michi

gan and Colorado this year to support ballot mea-

sures pending in those states.

No new data has 'beg compiled on the law since
reports three years ago:s rowed a 39 percent decline

¥
oy

.
1972,

: *;;;E:rnv,ersial, state-funded report by Applied .
Desig

Systems, Inc., confirined iri 1975 that the law

 reduced litter, but said it tame about at a major cost

... " to industry. . .
&

“We see no reason to f_;ufth-ér‘j justify ‘the bill,”

said one governor's aide, “because 85-90 percent of
- the public want it.”, ¢, R
“Several legislators‘aré seeking to also requi
‘deposit on-wine gontainers. " - o - - /"
- JThe law, reqyires that, retaiters charge a
" the.11-ounce “stubbie” bottle) used by more than one
madnufacturer, and fjve cents on all other containers.
-It also outlawed removable “pull‘tabs” on beverage

cans. / L . SR
N Py . -

b

K

- minimum two cents on certified containets (such as -

. ‘market in

~J
o

‘percent of its can business in Oregon, admits that, " .

_ public*

. .these other effects are known:

: 'pensétp

cgns earmarked for.a downstate firm.

" thesout-of-state brewers expected to lose a foothold

“only 25 ndw are available.

»

_ One of the first ifﬂga&ts.@f i:he bill was to reduce -
the canned beverage trade, and only recently have

cans shown a slow réturn into the marketplace.
* Reynolds Metals Co., which says it lost 90 -

the all-aluminum can “has made a remarkable rey
covery in recent months.” -~ * . -
- Andrew McCutcheonReynolds public relatiors

director, said Reynolds would have to quit the cart” -~ -

business entirely if a national bottle bill was - "~
enacted. : S .
- . While some of the law’s impacts are hidden from -~
siew because highly-competitive beverage
industry officials refuse to release business data,

.—Grocers have had to accept the burden of .
&, sorting and storing empties without com- -
jon. Fred MaéRae, Oregon division manager

for Safeway Stores, says most outlets added 30 to 42 .
additional employee hours each week. In addition,

he says, retailers now stock only fast-moving bever-

- age items because of the “headaches” involved.

—Beer distributors claim that the law has in-

* creased their cost of doing business by 25 percent.

David, Whitbread, executive secrefary of the dis-
tributbrs agsociation, notes that miost firms have
invested in, larger trucks which must “go-out one- -
quarter empty” to handle returned containers. Beer -
prices, intgrestingly, have remainéd comparable to

~ those in héighboring Washington, which. has no ~

deposit law.

in roadside litter after the law took effect on Otk ;—Emplk;)y’]ﬁent has increased sfightly under the-
o ' bill, with @ net job increase of 50 to 100, according to .

".the ADS report.- However, one ¢anning plant shut < .

down completely, and the Continental Can Co. in . *
Pprtland faced a'$150,000 loss from unsold beverage' - .

—Beer sales, expected -to suffer,

Lo ¢ “did_not,-and ...
mglt beverage consumption in Oregon has continued . '

" to ‘grow. approximately 17 -percent each year. "

Anheuser-Busch, brewers of Budweiser, was among .- .

in the. state, but government tgbulations show a

gain for the brewery from about 5 percent of the *.
t in 1972 to-a strong 14 percent in 1976. Prior

to the law, 44 beer. brands weressold in Oregon, but

—~Heavy capital investments continué to be: ..«

" )



.sfiecessary in the ‘sdﬁ’ drink - mdust

) percent more em

shown almost no saleg growth in Fauy
Coca-Cola bottler’ says he had to hir&%al
yees and had to%y cre

: hlghway 8 with'signs that. say. ‘den’t litter,’ but it's -

_]ust a scheme tc» tax peaple to hll‘E others to e plck
up garbage.”
».fWe_ could preach 'i)g’t lltter or llti‘.er the

“warehouse Epacé “Sales in Washington and’

. nia are growing like crazy #nd here we sit like a berg

©

.‘declig
progrd

between -them with hardly any gains,” the official. -

- said Soft drink prices now are hlgher in Gregom

turer, Owens-Illinoig; said it had to rbmove two
raductlért linies at the cost of 100 jobs. Dick Hughes,
plant manage‘li said the Oregon bill has had a

g “deterlo.i'atlng e_ffect on our ability to be an economic
“force in Oregon.” " .

A model litter control act introduc ed in Wash-

. ington also in 1972 has been c\t?_mpared. withs the

Oregon effort fge its litter reducing effects. The-act

mstltuted a tax on litter-producing mdustnes to
- fund a $600,000 annual antilitter campaign.

Washington Gov. Dan' Evans announced' this
rﬂonth,thﬂt the program resulted in a 66 percent
in total litter-over a‘four-year period. The’

‘involves a. major advertlsmg, vglunteer
cleanup and educational campaign.

In addition, Washington spept $480,000 to pick
up litter along state highways in fiscal yearalg'? 5-76.

regon.spent about $600,000 for the same period.
" Oregon bottle bill supporters take a dim view Ei
the Washington results, howaver. .

_The Washington apprnach says. Janet McLen—

nan, Gov, Straub's natural resuurce assistant,

© Capgnghl 1976 The Boston® (Jlﬂbi: Rﬁprmh:d by 'i'kﬁg‘l\aﬁmn

T
e

" —Orégon’s- la"'geét glass cuntamer manufac-

Walifor-

very difficult to teach citizenship in those tegns,””
she said. 'Our program of self-gmeratmg enforce-
ment ’works because ecunum)cs dictates that it -

. work.”

-Since Oregcm vasged its bill, virtually every
other state has entertained similar proposals, but
only Ve:zhmntahgs adopted a sgmlar law. . - *
Neverthgless, Don Waggoner, former p&gldent;
of the Oregon Enyironmental Council and a* vocal

~ bottle bifl suppnrter is not dlsé‘ouraged

“I think it's just a matter of time,” gaggt)ner
insists. “The +Federal Energy Aﬁmmsﬁt ition re-,

‘cently favored a national hottle bill and I think once -

the energy consequences are known and become
more important we’ll'find more acceptance.”

Waggoner notes that, industry ‘lobbyists have*‘ L

spent enormous sums to,defeat proposals around the
country. He said the industry witlspend
Massachusetts alone to oppose the ballot- fedsul !,

Recycling projects in- Oregon hgy e lost SDmE
revenue with lesg'fiietal and glass in t%

3 ?%g waste
“stream, but many now have contracts with béverage .
 returns, the state Department

dlstributurs to hand

of Environmental F

\ality reports.

Jerry Powell, president of the Portland Recycling

Team, “because environmentally it's better to see

the bottle refilled than remelted T g

S

Shy

R
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-

#
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“We're happy to see the volumg, drop,” says . ‘N



i %0 per year for the averag famﬂ&based on
: cansumptmn of 8 };;xz cans of soft drink (19
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The Bottle Bill. ‘ Lk Nn : " It would be more efficient tu enfarce
-.On the surface, it sounds llke agood idea S S litwer laws and fines we already have..-
Jut when you pop it open, it's a Pandora’s » ]'hé Botue Blll WI“ Because if $50 won't stop them, a 5¢ or
mttle Df problems. - : ¥ 10¢ deposit certainly won't,

‘Finally, those empties you bnng back -

x coming and gol

L it N , may very well be carted away toa central
How ﬂE BOtué B III CIf yuu have to return your beverage dm¥1 Igplage y
could break YOU, - - contajnerstoget your deposit back,it's going s %e@auae Question 6 doesn't stlpula,te
e - to amount-to a pain in tHe can. 9 recycl mg
For openers, ynu'll have to pay 4 deposit : And there'll bé many unhappy returns  » Ify u re concerned about the environ-
f at least 5¢ on every can or bottle of soft - - for storékeepers, who'll be caught inthe - = rnent you're better off taking your trash .
Irink, beer, or non-natural fruit drink you'® middle with storage and handling problems - to recycling cenigrs. Just as people have been .
uy. And the price goes up to 10¢ for cans : and probably health code problems, too.”. -, doing without compulsory legislation:” .
ind bottles that are 32 oz or more. L If somebody psked if you'd care todarry " ¢ So, if somebody asked you, a-person who :
. Itsgoing tobe tough toswallow. ~v back bagsand bags of empty cans and biottles dgesn’t@tter, to pick up a $100'a yeartab - ‘
If you don't bring clean cansand bottles - of alliges—all'the way up tg 64-0z. soda -  for people who do, what wr:n'uld yousay! -
ack to the store, you'll lose that deposit. . =z, . - bottles—then stand in lme)%ﬂl some guy with .~ No.~ R
Andeven if you carry thl;oug,, on youl problems of hjs own kave ybu your dEpDSlt - 3

nd of the deal, the Bottle Bill isn't: . i
ack guarantee, Becatise somebody il have ,bac“ S Don't wat Gl you have
, to pay the Bottle Bill.

o pay more for the handling, storing, and ' — :
yrocessing of emptles And 5]1@ doyou thind ' ﬁ BRAdo of ﬂﬂ :
hat will be? ' P, et The sad truth i is, yau’ll pay thmugh the '
You. - ) L] ‘B@tﬂe ill pmerly. . mouth if Question 6 passes, s
Now if you have to pay msore, you'll buy » —_— T ... You'll pay for the litter of others,
ess. But in order to survive, stores may - # #Surveys have shown that you can't You'll pay with additional inconvenience, v
\ave to raise their priges further. 4 »  catchlitterbugs with a Bottle Bill, . . And mast of all, you'll pay more at theca "
‘Fhe vicious cycle will drive even more In fact, the Bottle Bill hasn't been a . register for beverage bottles and cans. . : _
usinesses out of Massachusetgs, taking with ¥ smashing success in the two states whereit This is one time you know what a wrong -
hem johg and paychecks. AndYeaving hmd Jras adopted, vote could cost.your family befnre you even '
he promiise of Righer faxes. Intine state, madsxde litter of beverage- . voteon it. Over $100 a year.
Now if somebody asked if your famxly related material was up two years after the . If somebody asked if you'd care to stop %
vuuld care to plgur out an extraﬁlOO ay bill was er‘lactEd In amther, much of the the whole mess before it's even opened e

tl ; , pop ge : nthe httermtua— .- what w::mld you say?

[ \ i




By LisgBang-Jénsen
"_Spemal t0'The Globe’

. Questlon 8 mul alter the habits of all
‘ : drmkers m Mas-

qugnt}y asked ab@ut the bﬂttle b ll_._
REI ° N WTlat lS the bottle Bﬂ o

pa DI & ;
‘cents oh all ‘beer” ami suft “drink ‘con
tainefg unﬂgr 32 ounces and 10 cents

éYau get your. dEPO-Elt‘bBEk when you
ratuf‘n jfbur'batﬂé,s- d'c

theae areas 'They dlsagree more
'gly on the 1mpact on _]nhs and

. Q Are pEQple reslly gomg to go to
v gll that trouble merely to get' back
ﬂ‘lelr 5- or 10-cent depnalt‘?

"E

‘to answer for Ehlmself True, a

seems to be economic incentive -to
Vermont and Oregon residents, who

. return between 90 and 95 perce:at of
their bottles and cans.

: © Gﬂpynghl 1976 The Bi:sljm Globe. Reprml:d by permission.
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'Cgs or* larger. -

7 times, the bof.tle Bill w111 reduce bev- :
. erage container litter, savé energy ’
'and re@un;es, allev‘latg the state’ 5._

That's 'a question each person’

t ' nickel doesn’t ga_far these days, but 1t_-§

N .fashlcmed'?‘ "

Ifappmved by voters next Tuesday, N
} pen:ent ‘of all soft dririks and 58 pers
.. cent of’ the. beer sold 1
. Stdtes. was packaged m retuf
" bottles. Today only 4 ;aercém uf the T TR
. Massachusetts market is refillable
' .bcttles, mas!; of these are ‘oM in bar

" are twice as heavy &s ' “no-depostt, ne’

- lfcans ¢an be shredded and metals can ’ $ Fal
“ucts. ‘There . is no prﬁwai@p in fhe

;7 propased law, however
o 'such a recyclmg progre

: %upunents say prices will sta%:he

and snda in reﬁllable bﬂ ,es is nuwhi}

!cheaper -in- M’agsar.hus"tté and ;lthat-»

Q Isn‘t thla all tither crlcl £
Federal Enwmﬂmantal Protei:—

A YD\I mlght EE}'&LEQBIH 1‘958 gg N

the 1tgd

oppanents predmt pncés will
hecanse of the' added .costs’ of .
* producing,handling Eﬁd transporting ¢
vefillable bigttles. Added. costs for
manufm:ture;_f lmttl,ers gnd retailers. -
will ‘be pas d“in - .prices,
- they say. . :

. Q. Will the bqtﬂex blll %it peepl
out uf wnrk’i’ i)

Q Why can’t you ref;ll* a nar;*_‘
returnab]g bottle? . a, '

A Two-way or returnable b%ttles

'ﬁ,

L 3

‘return” bgttles to avoid. ‘breakage mf.-s rfA That‘\-glsg agpetldg on whﬁm yﬁ

‘their numerous trips betweensbottler, gqk Indpstry says thé.)
_iand the consumer. Nﬂ%“jhal é‘ threa Eég Jugsi 3
- average retumatﬂe bottle is reﬁll, factt
';'_‘15 tlmes : . 3 ; AR ' gg

a Penple‘warkmg m sl bot
g plants ‘may lose thelt _]DbS
'eu- employers cannot rajse. tl‘l{e tapl
I to retool their; plants to haf:{ﬂie re
- tunable bigttles, 1 - Lydl ol
% But bottle bill supporters sayit) wﬂé’
: &;:reate jobs. Theyijuote a study by the
""Fedefal Reserve- Bank of Bo tml

which says’ ‘that job’ lossgs ¢
;he builae bill will be more th
by ‘the cresggn of up to 13810
_fruck % handling 4nd washing of
. contain®érs. A Yecent Study* by the *
%ederal Engergy: Admmlstﬁtmn says
that a rifional boettle bill wuuld
create nmre than'l 7{30 jobs, - :

Q Wlll cans be reﬁlleﬂ'? 13
AL No, But alummuﬂ] snd aleel.

be used for :new cans or otHer prod-

Q Whats it Sll gmng'tov\:ﬂst'? _
That depends on whotft you ‘adld

5

same or go down, because cona ra
will not Hive to pay for. bottles: d
cahs they now discard. T _ssysb

How propcsal

1§ ﬁmr !

.The fﬁllnwmg text w1ll appear Dﬁ t.he Bc:ln 5. It would not apply to entam-

ballot next Tuesday: & . ersfor ‘dairy products or natural fruit -,
Do you-: approve: of a law sum- %ucﬂmnr!:n cn%%ﬂ ners, which are

marized below, which -was: dlssp-*& . biodegradable. o

proved by the Hnuse of" Representaa = + Thiagct wé{ﬂd Eutﬁarue the-Sec

tives May 3, 1976, by a vote of 148.to - retary 3f7Environmental

85, and on which no vote was taken'by - - “cef
the Senate before May 5, 19767 " gydlable
" “The proposed act would requlfe and pénalty pmvmﬁ)
every beverage container sold or of- . takeeffect on Feb.'1,1
fgred fnr sale in the Cammnnweslth to* ‘A YES vggeﬁ vote to estHblish. ;
the proposed contidlls anﬁergnd aoﬁ:
dnrik bottles and cang.
ANOvoteisa. vote agaf hatf Estab=
. llshmg the pmpns’ed contro ls DI‘I ‘beer

It ééﬁtﬂlﬁﬁnth enfnrceﬁléﬁt s f-
jand wauld :

and would pmhlblt the- sale of rnetal’
beverage comtainers with fliptops. It
would apply to containers for beer and
other malt beveraged and to soft

i 7
2?*:% .



year.

gumers will save on beer and

refundable deposit of at
b cents on beverage containers.

on on'the impact- they
1d solid waste reduction; energy and

;, ‘resource consumption, convenience,
jobs and the state’s economy.

- in their ¢campaign.
" (Generally, consumers now pay
less f‘nr beverages sold i in returﬁable
‘hble ‘bottles and cans in Mss=
;' sachusetts stores that carry returna-
a ble hottles. ~.
' . For example, in a Elanehards
" liquor store in Boston, beer is

Bay, c\pponents cnf el
uesfion 6 have spent close ~ o
‘gost $5 79 in cans, $5 59 in- rmn-
returnable botties, and $5.05 in re- -
.turnable bottles; plus the $1.50 re-:
o fundable deposit.

an’ attempt to per= e
étts voters that the -
st-them; perhaps as. '
: P > .
ut ypporters chsagree, saymg',
aks if voters on Tuesday ap-
e bottle bill, which would -

llmately, consumers -may ig--

the bill would have on litter -

er, returnable buttlea ac-

“and’ soda sales in Mas-,
i sschusetts Industry argues that all
. prices will rise if 100 percent of the
 market is packaged in-bottles and
cans .consymers must return to. re-

&

claim their deposits. .
" . Opponents of the bottle bill argue

~'that the aw would cost the beverage

and botfling industries millions of

dollars to retool their plants to haﬁdle o

retiurnable bottles.-

Those added costs, along with a\:ldl- :

tmnsl costs for retail stores, which
would have to handle, sort anﬂ store

- returned containers, would be passed

on to consumers in higher prices, ac-
cording to industry argumentsa.
Dppnsltmn advertisements on
billboards and in super markets and
liguor, stores warn: “If the bottle bill
7 passed,
$100%a year.”

© Cngright 1976 The Boston Globe. Reprinted by permission.
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it could cost your family over

L]

But that claim, based on pro-

~'jected handling costs and an assump-
" tion that 57 percent of Magsachusetts
-consumers w1ll throw out thtles and

been labeled “false and misleading
advertiging” by the US Environ-
mental Protection Ageney.

Most consumers, supporters of
the bottle b1ll argue, w1ll return con- *
‘tainers because evéry nickel and dlrne )
counts when people are trying to
stretch food budgets.

. They say the cost of beer and suft )
drinks will decline—or stay the same,
because consumers will not have to
pay the cost of packaging that they
now throw away. Consumers will
save money betause it costs less to fill-
‘one bottle 15 times (the national av-
erage for returnable bottles) than 15

- nonreturnable bottles one time. The

saving will more than offset increased

handling costs, according to the pro-

ponents.

To support their predn:t.mng of
lower prices, they cite soft drink ad-
vertisements, such as Coca-Cola in
Virginia urging consumers to buy

Coke in cheapér, r_eturnable bottles:
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e Food Story

 of Massacht
wa nt to talkw:th you _
- about the ‘“Bottle Bnll”_

" We believe Proposal #6 will be detnmentel to our cuetemers in a number. of ways.
We have an obligation to give our views on the’question since we carry a rnejar

reeponel ity ,er the pnee, variety end eenltetuen of the preduct wesell.

ngher prices.

Beverage prices have gone up in the only 2
) _ states to adopt this scheme and they are higher
e g o then prices in neighboring states —even before
£ o : the deposit charge.

E 'Loss of choice.

Customers prefer convenience cgntainers by a very
wide margin. People should be allowed to spend their
money far convenience if they wisH@fhe @regon system
has driven small bottlers and pnvate bragds out of -
existence. Cans have almost disapgeare®in Vermont
~and tge wait at the checkout hasfecome, longer.

i SR

Sanitation problems.

k l) | Meeeeehueette has 33 times as many people per square mile as

Oregon. Undeér such crowded conditions, the accumulation of
unweehed bottles and cans will repreeent areal health hazard.
Beverege ceneumptneesre almos} three times greeter than in 1960
“when non-returnablBs became important. ‘Today the sanitation -
problem w1|| be several times greeter then it was 16 years ege

7L s -
- f . s “a
N - N
. . R . .
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,j,lll'lng hs. The Secretary of Ecanamchﬁalrs has S ol
-,, estimated that agse

Sy as ene thousand good paying, heag qf family jobs
*.would be eliminated. Statistics can be arrahged to claim thatthese losses .
* might eventually be balanced by low- -paying jobsin handling and washing

- empty botties together with part-time jobs in supermarketsgrhi‘sls nat a ’
-~ good exchange for Massachusetts. We need factories'and
~ . manufacturing jobs. And after all this...

The litter problem will remam. -]

The c:fflclally accepted report of the state of Oregm states that total o
A hlghway litter was reduced by only 11%. Beveerage containers are less S
v .. ... thanane-third of all litter and only-a part of container litter is affected. -
SRR We all want a solution to the litter problem. The best approach to the tc:)tale '
~ problem was taken by the State of Washington. Instead of following the -
Oregon plan, Washington put in a down-to-earth program to control all
Ilt‘ter herr highways are the cleanest in the United States —with no loss
of jobs or other economic dnslocatléns

AII Qf usare concerned about resources. We need a broad and. ccmplete
 program to recycle everything possible, rlot just beverage c:antalners
%, that amount to only a small part of all solid waste (7%). . .
Ouestlen #6 makes no provision whatsoever for recycling and gives . .
a false prgmlse that you can handle a major problem by working on one

tiny partofit. é"‘
We want you to tell us how we should run our stcres We would like to
operate them with the greatest variety and choice, the highest level of
service and sanitation and the most reasonable prices. E&perience from
Vermont and Oregon tells us that these things suffer under the bottle .
; }pcsal and no other states have followed this scheme.

Thése are our ﬂ‘lﬂﬁgﬁfsi

The deasmn is yours!

ﬁespectﬁqlly,a T f\ L
ﬂqsggc setts Retail Food Association.

Massach setts food StDFES mcludmg all e chains, the supermarkets and Oyerone thnusand mdependent grccers
- o 89 Frankhn St., Boston 02110

.
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4 N ,Dn you enjny the cmmpled cans, dﬁngemus flip tops;
oy arid broken bottles that litter your yards, streets,
" . ~ parks, beaches, and roadsides? Do you know that by
o * volume littered bottles and cans make up 70% of the
trash that covers Massachusetts? And that every year,
we spend over 35,000, 000 in tax dgliars to pick up this

awful mess" ;,‘ . ;

!& N

Solves these pmblems at no cost to you. |

‘H&é’g h(;w Quesﬁon #6 — the M{is Boﬁle B:]l_.

When you votdlies on 6 and make the Mass. Bottle Bill law, containers used to sell beer,

' carbonated soffirinks and mineral wgte: will be returnable for at least a nickel refund.
The bjll also profibits the use of detachable ip- tops that have become such a dgngerﬁus '
nuisance. S : : . ,

- When you huy beer or sucla, yuu’lj paya t;!ef;gt)sit of 5con ever;v.eontaine:hnde: g-qu_grt .
10c on every container of a quart or /er, This deposit by law must be returned to you

" when you return the contglner at yuur cnmenience, simple, isn’t it? Just like it used to be _ .

A in the gc:md nld days

: ' . R .
| g .

83.,
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ﬂVE’ORTANT! The botﬂe bill simply does not apply to dairy pmdm:ts,
natural or. non-ﬁnrbonated fruit juices, wine and whiskey. Nor does it .
"apply to containers like wax paper ‘cartons that fall apart naturally. .
- And you’ll pay no depaszt Qq pm:chases like a glass jar of mayonnaise o
'-ragannfsoup._ : _ _

Hnw does the Botﬂe BL]J wurk"-..' :

“Be;utﬁul!y'“ say the people of ’Vermiint fand D:egﬁn. How o Lo
mueh difference can bﬂnglng back returnable cﬂnfilners . .

i

'1972; today, thelr bottlé-can litter is down 83% and just .
.one year after passing-a Bottle Bill, Vernfonters' have seen
!ithe litter alung their highways cut 76%! :

And. FEI’HP‘TlﬂbIE ccntﬂmgrs pay thexr awr: Iltter pxck—up .

itumﬁb!en lylng amund That 5¢-10c degosit gunmntees ! _
they‘ll be plcked up am:l {'etumed by the lm:al ldds the best T ,

: o " The big, nut-uf—stﬂte (:mltalne: mﬁnufai:turers aild ‘thejr" “friends _
R o will do - their damdest to defeat our Bottle Bill. .Why‘f’ Because - . .- ;
T, - ! thmw-away con;}line:s heip them grow bigge: and ticher st dur L

R . ° ‘expense, - wfé %} - gl o

. Back®n the Tﬂfﬂs, tﬂem were 700 beé?:nmpmle- ln America. Tud;y 75 % nf all hr.er n]en are - E
A . ! ::nnﬁ'nll:d by 8 giant ¢ ompanies. You get the picture. Bigger gales split up n.mung fewer com- .
‘ [ pmla with fewer pﬁnu ind fewer Empluygﬂ means blgg&r prnﬂtl for thg Big Bug; ’

L. R Ajd all this wu poi;lhle bya one-way Iljﬂ l;gtem bailt on thmw-nwnyi Ev:qﬂilﬂg Roes . . -
- : . Nothing bufaoney comes back, The cossumer pays fot all the many costgof the throw- . -
L : ys at the other end ... including the cast of the container itsélf. Whicli means the contalner ¥
i mufum:ers and llj:lr fflentk get ﬂ'le prﬂﬂix, tonvepiently le“lng us wlth ﬂ:z litter. ’ -

‘ ) F

ol e "5%ﬁ‘he Beveiage Biggjes. Hide 3ehin
o i Front Drgamahun.

A Epnt nrgfﬁhtlun, cs.ugd th: Cn@mlttée to Pmt&zt Jobs md the Ug uT Cnﬂv:nlenu Con-
. R L T SR tﬂn:ninMimchqmm. has been forgied. They will apend $1-2 milllon to fight the Mass. < | .
N DT s e = o Bottlg Bill, Where did they,_get that kind3f money? Moat of it from theﬂﬁt-ﬂf-lmt: énnt.llnsri e
e L L .7 ‘man actogers and thelf friends whmp-enjlnnegﬂmnted twenty million to defeat Bottle Bills all . e
oo e Aoa TE T coverthe Ul §.and protgct their precloas throw-aways. Asid they'll try tﬁ beat as out of our Bottle”

, : A Co Ty Bl rlght here In Mmchﬂuﬁ;ﬂ, tqm, unless ynu !tnp them ) Ve q i \ .




( % R - don’t you behewe.:
e s aword of it!

‘ B \ A C E ' L TheBattIzBillcauldcﬂnmurfumlbvaverIﬂfIﬂyﬂr
o . el e e ] BALONEY!ThemlnngmdmwhyﬂﬂﬂmﬂiBﬂhhﬂdlnsmtb

L

. .- . _y-. after all, lt‘lnﬁmdl.hl;!lnh:!,lh;rﬁpﬂitdFe&nﬂlRmneBmknf .
SRR L . Boston feports that'the cost, of beer lnd lnﬁ drlnlu lﬁuﬂd decline ilms the o
. .- Lo . -Mass. Hotile Bill Is in operation, ; . . @ .

L " .The Bottle Bill will cast many Jnli.i in Mmé:hnszm B

: _ e : "~ * BALONEY! The Maus Bottle Bill will cteate jobs in Massachustis for Massa~"
U _ -~ 8 \ ‘chusetts workers. The Federal Reserve Bank of Boston reports that the Mass. - -
S L _ - BuﬂleBlllmm\!cmtanmnﬂyuiMnewhhﬂmlpgﬁﬂmn
T © . high as $10,000,000. : o
ST oL k IR R SR . " Tougher enforcement of lister T
[ : © 7 ., BALONEY! We need tough
. Massachusetts Boitle Bm lf
mu KNOW EVERY LITTER BIT HURTS.. T
MAKE YQUR VOTE HELP THTSELECTIQN DAY RN R v
VOTE FQR TEE MASSACHUSETTS BQTTLE BEL VDTE YES QN 5

: o8 iy what we nesdg nat a Bottle BLH.
reement of all Ylifer laws, Including the
m gﬂh:g to-get out of this mess. ’

e

! WE NEED HQNEY 10 WIN, ' SEND GHEEIQS 10 EDNMIWEE FOR' A HASSAGHUSETTE B@‘TLE BILL 125 QYLSTQH aT., HBDH 320

weoe o B aasmn‘nuchar-ii

> ;m.m-p-.na-mcm.hn“gdnmammmhmmnnnknm , - Massachesetts Public Interest Rese rch

B ation nIMml@mﬁi Cnmumen = Junlor Lesgue of Boston =4 Group (Mau PIRG)
o \\ " . Tames F. Kelley, Chalrmsin, State Senlf.e -« MuassacKuseits Roadsl i
- o2 - : - " Ways and Means Camﬁiﬁee ’ [
. / Edward W. Brooke, Seastor ~ * - Edward M. Kenpedy, Senator
N “Clttzéns for Participation la Polltical - League of Womi v Vaters nfMquhml‘u. sy
. . - Action (CPPAX) O Mulhnnmjh Clty Comnell = - L " Women's| Ciﬂbl Inc.
—_—  Cooperative Metropolitan Ministries " Massachusetts Association-of Conses '::ﬂﬁn - Mussachusetts Wildlife Federagion = -
¥ ) Michael 5. Bokakls, Gnv;ﬁmr 1 P " Commissions : ) Evgign F.Murphy, Secyetary, - .-
v FriendsoftheEarth = ¢ * . Mastachusetts Audubgn Son o Office of Environmental Affairs _
"\; Glouceiater City Council ! .-~ Mnssachusetts Farm New England Tiall F s Asspclation
v Mlch:lﬂurlngmn United States. ’Mmbmm Fnren - Francls W, Sargent, forn
F o ieprﬂenuﬂve : . Springfield Ellﬁnuﬁﬂl

VErnor
2 S This pamphlet was pmﬂuc:d by (h:Cﬂmmll‘lEE fora Musa:husms Battle Ehll Maﬁ: mfarmmun:anbﬁabmined from :h: Cmnmmns at U
: 5 120 Enylshm St., Rmm}ﬁmmn. Massachusetts 02116 HZJ I 7'3'&) .

price of your favorite beer or soft drink. The Bottle Bill won't cost you s nlckel A B .

et . L. . i S : a Lo e . s : oo
s Ha . i s . ) R . N I
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==ae=AFL-CIO; opposes Question 6.0n the grounds that it

Q

_ers here have been

_ ages.,Dr

y r* 'i_i: ’;_'é',

$1.3_m;lhnn454:,

L

Massachusetts Environmental Secretary Hvelyn

Murphy has joined the protest against the distorted adver-
tising being used to defeat Question 6, the Bottle Elll on
the election ballot this Tuesday.

Murphy said yesterday she belleved that umon lead-
caught in a bind by the opp«:n ints of
- the' Bottle Bill. The Massachusetts State Labor Cou uneil,
nuld
cut emplojmlént in Masgachusetts and increase consumer
.costs. The steel workers nationally oppose the Bottle Bill

~ concept. Murphy said she thought local labor leaders were

" trying to support their brother steelworkers, while not
havmg strong opposition themselves to Question 6.!

An economist by training, Murphy argued that all
available data shows the bottle bill would*increase jobs
and cut consumers costs. She fears the bottle bill will be
" defeated because of umustlﬁed threats placed in the rhmds

of the labor population in Massachusetis.

“When I logk at thst Federal Reserve -(bank) study,
when I see the union ans coming out of it—the bottle
washers, handlers, truck dnvers I cannot understand how
the union- can be nppnsed Murphy said. “If théy are
gerious, it would seem they are being duped.” |

Question 6, if passed by the voters, would ma
bottles and cans retumable in Massachusetta The uke

" flip-top cans in. fhe state would be ended. The bottle bill is

designed to elim{inate litter created by throwaways, \lz0,
the law would cut waste of energy and. msterlals invdlved
in the thmwaway system. .

Vermont and-Oregon have lawa-against disposable
beverage containers. And the results in both states
‘meant savings for consumers and a dramatic decline in
litter. A study conducted by the US Environ mentslnt‘
tection Agency in Vermont shcnwed a 67 percent decrease
in bottle and can litter: .

The opposition to Question 6 comes largely from beer
" interests and soft drink producers as well. The anti-bottle
blll urgamzstmn is the: Commlttee tu P‘rutect ngs and Use

@'Cnpyﬁght 1976 The Boston Globe. Reprinted by permission.
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. agamgt Question 6.

ave .

Question 6. , ° coE - @;;_

‘ .The oppositicn aﬁeraﬁes largel y w:th scare tactlcs, not.
: Suppnrt

| by facts. Congress has been considerin eral
leglslatlnh to return t.he natmn toa reu.sable hottle
- conversion tn a returnable system So they are ﬁghtmg the
_ bottle bill here and also nationally, - '

Murphy said. that she has repeatedly asked to qge data
dEtElllng the claims that jobs will be ost if Quéstibn 6
passes, She said as far as she ¢an determine. no snalys;.s
has been conducted by the oppot

ents of Quegtmg ?
" even without analysis, the opponeiits.have pulle ,
arge labnr Vg_té*’ o

~cial union'support and that could mean’a

James Luughlm Secretary- treasurer of- the Mas-
“sachusetts State Labor Council claims the bottle bill™
“would hurt s6 many pEDplE—mEchlnlEts steel wurkers,

" labelers—you can't even couit how many. Of course we .

uppnse it” &~

In fact there have been two studles conducted, whn:h

ealculate that jobs-will-increase with a returnable bottle. --
and can Eyst.em In addition, the studies show there will be -
51gmﬁcanf: consumer sav?ngs under the bottle bill (whlch
- requires deposits for returnables).
.. The Federal Reserve Study, reéldased here last March,
details the benefits of the bottle bill, incliding more
jobs—not fewer mbs‘ The Federal Reserve figures also
showed that consumer prices declmed in- Oregon and
_Vermont after those states eliminated throwaways.

Just recently the'Federal Energy Agency in Waghing-
ton released the study conducted for it' by an independent
consulting firm on the natmnal lmpagt of a reusable
container system, |

This study shuwed thst a System of reusable bottles-

- and cans increases labor forces. (That is probably why

business opposes it.) This survey estimated nearly 120,000
new jobs would be created nationally by a Federal ban on
throwawayg It:also calculated that consumers wDuld save

. over $1.8 million annually. - .

The main advertising against Question 6 maccurately

, -implies that the US Environmental Protection Agency is

apainst the bottle bill. EPA Regional Admintstrator John -

A. 5. McGlennon has officially. protested the advertising. . .. ...

and asked that EPA’s name be eliminated from 'ads

“All in_ all, Massachusetts vuters
:Dnsumerahare gettmg a lot of bad information and scare
tactics. If thay vare given the truth they would vote "yes”

E‘aml Surkin is a-Globe éalitiﬁal columnist.

wurkers and

opposing Question 6. McGlénnan iz in favut uféha bottle )
blll
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